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STATEMENT OF ACTING CHAIRMAN 


This compilation of laws was prepared in conjunction with the 
study by the Senate Committee on Banking and Currency of the Fed- 
eral statutes governing financial institutions and credit. For the 
first time there is available in one volume all the laws covering the 
operations of the Comptroller of the Currency, the Board of Gover- 
nors of the Federal Reserve System, the Federal Deposit Insurance 
Corporation, the Federal Home Loan Bank Board, the Bureau of 
Federal Credit Unions, and the institutions subject to their regulation. 

The laws contained in the Internal Revenue Code are omitted from 
this volume because the subject of taxation is not within the commit- 
tee’s jurisdiction. The section dealing with the Comptroller of the 
Currency and national banks, as well as the section on criminal stat- 
utes, of necessity follows the style of the United States Code. In all 
other sections the statutes are set forth in the form as enacted by the 
Congress. 

The compilation will serve as one of the basic documents for the 
committee’s study and should provide valuable reference material for 
all persons interested in the financial structure of our country. I wish 
to thank the Government agencies concerned for their fine cooperation 
in assisting Mr. Donald 5. Rogers, committee counsel, in assembling 
these statutes. 

A. Wituts Ropertson, 
Acting Chairman. 
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LAWS RELATING TO THE COMPTROLLER OF 
THE CURRENCY AND NATIONAL BANKS 


Title 12 of the United States Code 
COMPTROLLER OF THE CURRENCY 


Sec. 1 (U.S. R. S., sec. 324; Federal Reserve Act, sec. 10, par. 8). 
There shall be in the Department of the Treasury a bureau charged 
with the execution of all laws passed by Congress relating to the issue 
and regulation of a national currency secured by United States bonds 
and, under the general supervision of the Board of Governors of the 
Federal Reserve System, of all Federal reserve notes, the chief officer 
of which bureau shall be called the ( Yomptroller of the Currency and 
shall perfor m his duties under the general directions of the Secretary 
of the Treasury. 

Sec. 2 (U.S. R.S., sec. 325). The Comptroller of the Currency 
shall be appointed by the President, by and with the advice and con- 
sent of the Senate, and shall hold his office for a term of five years 
unless sooner removed by the President, upon reasons to be communi 
cated by him to the Senate; and he shall receive a salary at the rate 
of $15,000 a year. 

Sec. 3 (U.S. R.S., sec. 326). The Comptroller of the Currency shall, 
within fifteen days from the time of notice of his ap pointment, t: . cm 
and subscribe the oath of office; and he shall give to the United States 
a bond in the penalty of one hundred thousand dollars, with not Te SS 
than two responsible sureties, to be approved by the Secretary of the 
Treasury, conditioned for the faithful discharge of the duties of his 
office. 

Sec. 4 (U.S. R. S., sec. 327). There shall be in the Bureau of the 
Comptroller of the Currency a Deputy Comptroller of the Currency, 
to be appointed by the Secretary, who shall possess the power and 
perform the duties attached by law to the office of Comptroller during 
a vacancy in the office or during the absence or inability of the Comp- 
troller. ‘The Deputy Comptroller shall also take the oath of office 
prescribed by the Constitution and laws of the United States, and shall 
give a wr bond in the penalty of fifty thousand dollars. 

Sec. 5. An Assistant Deputy Comptroller shall be appointed by the 
Secret ee of the Treasury, and shall possess the power and perform 
the duties attached by law to the office of the Comptroller during a 
vacancy in the office of Comptroller and Deputy Comptroller or dur- 
ing the absence or inability of the Comptroller and the Deputy Comp- 
troller, and said Assistant Deputy Comptroller shall give a like bond 
in the penalty of fifty thousand dollars. 

Src. 6. In addition to the two Deputy Comptrollers of the Cur- 
rency now provided for by law, there shall be in the Bureau of the 
Comptroller of the Currency a third Deputy Comptroller of the Cur- 








8 STUDY OF BANKING LAWS 


rency who shall be appointed in the same manner and shall take a like 
oath of office and give a like bond as the Deputy Comptrollers now 

rovided for by law. Under the direction of the Comptroller of the 
Saar, such additional Deputy Comptroller shall have charge of 
the administration of the provisions of this title relating to the organ- 
ization and operation of National Agricultural Credit Corporations 
and shall perform such other duties as shall be assigned to him by 
the Comptroller of the Currency. 

Sec. 7. The Comptroller of the Currency may designate a national 
bank examiner to act as chief of the examining division in his office. 

Sec. 8 (U. S. R. S., see. 328). The Comptroller of the Currency 
shall employ, from time to time, the necessary clerks, to be appointed 
and classified by the Secretary of the Treasury, to discharge such 
duties as the Comptroller shall direct. 

Sec. 9. The Comptroller of the Currency is hereby authorized to 
employ such additional examiners, clerks, and other employees as he 
deems necessary to carry out the provisions of this title and to assign 
to duty in the office of his bureau in Washington such examiners and 
assistant examiners as he shall deem necessary to assist in the per- 
formance of the work of that bureau. 

Sec. 9a. The salaries of the Deputy Comptroller of the Currency 
and of such additional examiners, assistant examiners, clerks, and 
other employees shall be fixed in advance by the Comptroller of the 
Currency. 

Sec. 10. The salaries of the two Deputy Comptrollers now provided 
for by law and of all national bank examiners and assistant examiners 
assigned to duty in the office of the bureau in Washington in connec- 
tion with the supervision of national banks shall be considered part 
of the expenses of the examinations provided for by section 5240 of 
the Revised Statutes, as amended; and the salaries of such additional 
Deputy Comptrollers and of all examiners, assistant examiners, clerks, 
and other employees appointed under the terms of this title and as- 
signed to duty in connection with the administration of this title shall 
be considered part of the expenses of the administration of this title: 
Provided, however, That the salary of the additional Deputy Comp- 
troller provided for by this subdivision shall be considered partly an 
expense of the administration of this title in proportions to be deter- 
mined from time to time by the Comptroller of the Currency with a 
view to a fair apportionment of such expense, until such time as it 
shall be necessary for such additional Deputy Comptroller to give his 
full time to the administration of this title. 

Sec. 11 (U.S. R.S., sec. 329). It shall not be lawful for the Comp- 
troller or the Deputy Comptroller of the Currency, either directly or 
indirectly, to be interested in any association issuing national currency 
under the laws of the United States. 

Sec. 12 (U.S. R.S., sec. 330). The seal devised by the Comptroller 
of the Currency for his office, and approved by the Secretary of the 
Treasury, shall continue to be the seal of office of the Comptroller, and 
may be renewed when necessary. <A description of the seal, with an 
impression thereof, and a certificate of approval by the Secretary of 
the Treasury, shall be filed in the Office of the Secretary of State. 

Sec. 13 (U.S. R. S., see. 331). There shall be assigned, from time 
to time, to the Comptroller of the Currency, by the Secretary of the 
Treasury, suitable rooms in the Treasury building for conducting the 
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business of the Currency Bureau, containing safe and secure fireproof 
vaults, in which the Comptroller shall deposit and safely keep all the 
plates not necessarily in the possession of engravers or printers, and 
other valuable things belonging to his Department ; and the Comptro! 
ler shall from time to time furnish the necessary furniture, stationery, 
fuel, lights, and other proper conveniences for the transaction of the 
business of his office. 

Sec. 14 (U. S. R. S., sec. 333). The Comptroller of the Currency 
shall make an annual report to Congress. 


ORGANIZATION OF NATIONAL BANKS 


Src. 21 (U.S. R. S., sec. 5133). Associations for carrying on the 
business of banking under this title may be formed by any number 
of natural persons, not less in any case than five. They shall enter 
into articles of association, which shall specify in general terms the 
objects for which the association is formed, and may ‘contain any other 
provisions, not inconsistent with law, which the association may see 
fit to adopt for the regulation of its business and the conduct of its 
affairs. These articles shall be signed by the persons uniting to form 
the association, and a copy of them shall be forwarded to the Comp- 
troller of the Currency, to be filed and preserved in his office. 

Seo. 22 (U.S. R. S., sec. 5134).—The persons uniting to form such 
an association shall, under their hands, make an organization certifi- 
‘ate, which shall specifically state: 

First. The name assumed by such association; which name shall be 
subject to the approval of the Comptroller of the Currency. 

Second. The place where its operations of discount and deposit are 
to be carried on, designating the State, Territory, or district, and the 
particular county and city, town, or village. 

Third. The amount of capital stock and the number of shares into 
which the same is to be divided. 

Fourth. The names and places of residence of the shareholders and 
the number of shares held by each of them. 

Fifth. The fact that the certificate is made to enable such person 
to avail themselves of the advantages of this Title. 

Sec. 23 (U.S. R. S., sec. 5135). The organization certificate shall 
be acknowledged before a judge of some court of record or notary 
public; and shall be, together with the acknowledgment thereof, au- 
thenticated by the seal of such court, or notary, transmitted to the 
Comptroller of the Currency, who shall record and ci irefully preserve 
the same in his office. 

Seo. 24 (U. S. R. S., sec. 5136)—Upon duly making and filing 
articles of association ‘and an organization certificate, the association 
shall become, as from the date of the execution of its organization 
certificate, a body corporate, and as such, and in the name design: ited 
in the organization certificate, it shall have power— 

First. To adopt and use a ‘corporate seal. 

Second. To have succession from the date of the approval of this 
Act, or from the date of its organization if organized after such date 
of ¢ approval until such time as it be dissolved by the act of its share- 
holders owning two-thirds of its stock, or until its franchise becomes 
forfeited by reason of violation of law, or until terminated by either a 
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general or a special Act of Congress or until its affairs be placed in the 
hands of a receiver, and finally wound up by him. 

Third. To make contracts. 

Fourth. To sue and be sued, complain and defend, in any court of 
law and equity, as fully as natural persons. 

Fifth. To elect or appoint directors, and by its board of directors to 
appoint a president, vice president, cashier, and other officers, define 
their duties, require bonds of them and fix the penalty thereof, dismiss 
such officers or any of them at pleasure, and appoint others to fill their 
places. 

Sixth. To prescribe, by its board of directors, by-laws not incon- 
sistent with law, regulating the manner in which its stock shall be 
transferred, its direc tors elected or appointed, its officers appointed, its 
property transferred, its general business conducted, and the privi- 
leges granted to it by law ‘exercised and enjoyed. 

Seventh. To exercise by its board of directors or duly authorized 
oflicers or agents, subject to law, all such incidental powers as shall be 
necessary to carry on the business of banking; by discounting and 
negotiating promissory notes, drafts, bills of exchange, and “other 
evidences of debt: by receiving deposits; by buying and selling ex- 
change, coin, and bullion ; by loa ship money on personal security ; and 
by obt: ining, issuing, and circulating notes according to the provisions 
of this title. The business of dealing in securities and stock by the as- 
sociation shall be limited to purchasing and selling such securities and 


stock without recourse, solely upon the order, and for the account of, 


customers, and in no case for its own account, and the association 
shall not underwrite any issue of securities or stock: Provided, That 
the association may purchase for its own account investment securities 
under such limitations and restrictions as the Comptroller of the Cur- 
rency may by regulation prescribe. In no event shall the total amount 
of the investment securities of any one obligor or maker, held by the 
association for its own account, exceed at any time 10 per centum of 
its capital stock actually paid in and unimpaired and 10 per centum of 
its unimpaired surplus. fund, except that this limitation shall not re- 
quire any association to dispose of any securities lawfully held by it 
on the date of enactment of the B: inking Act of 1935. As used in this 
section the term “investment securities” shall mean marketable obliga- 
tions evidencing indebtedness of any person, copartnership, associa- 
tion, or corporation in the form of bonds, notes and/or debentures com- 
monly known as investment securities under such further definition of 
the term “investment securities” as may by regulation be prescribed 
by the Comptroller of the Currency. Exe ept as hereinafter provided 
or otherwise permitted by law, nothing herein contained shall au- 
thorize the purchase by the association for its own account of any 
shares of stock of any corporation. The limitations and restrictions 
herein contained as to dealing in, underwriting and purchasing for its 
own account, investment securities shall not ‘apply to obligations of 
the United States, or general obligations of any State or of any politi- 
cal subdivision thereof, or obligations issued under authority of the 
F ederal Farm Loan Act, as amended, or issued by the thirteen banks 
for cooperatives or any of them or the Federal Home Loan Banks or 
the Home Owners’ Loan Corporation, or obligations which are in- 
sured by the Federal Housing Administrator pursuant to section 207 
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of the National Housing Act, if the debentures to be issued in payment 
7 such insured obligations are guaranteed as to principal and interest 
by the United States, or obligations of the Federal National Mort 

gage Association, or such obligations of any local public agency (as 
defined in section 110 (h) of the Housing Act of 1949) as are 
secured by an agreement between the local public agency and the 
Housing and Home Finance Administrator in which the local public 
agency agrees to borrow from said Administrator, and said Adminis 
trator agrees to lend to said local public agency, prior to the maturity 
of such ‘obligations (which obligations shall have a maturity of not 
more than eighteen months), monies in an amount which (together 
with any other monies irrevoc ably committed to the payment of inter 

est on such obligations) will suffice to pay the prince ips ul of such obliga 

tions with interest to matur ity thereon, which monies under the terms 
of said agreement are required to be used for the purpose of paying 
the principal of and the interest on such obligations at their maturity, 

or such ee of a public housing agency (as defined in the 
United States Housing Act of 1937, as amended) as are secured either 
(1) by an agreement between the public housing agency and the 
Public Housing Administration in which the public housing agency 
agrees to borrow from the Public Housing Administration, and the 
Public Housing Administration agrees to lend to the public housing 
agency, prior to the m: iturity of such obligations (whic h obligations 
shall have a maturity of not more than eighteen months), monies in 
an amount which (together with any other monies irrevocably com 

mitted to the payment of interest on such obligations) will suffice to 
pay the principal of such obligations with interest to maturity thereon, 
which monies under the terms of said agreement are required to be 
used for the purpose of paying the principal of and the interest on 
such obligations at their maturity, or (2) by a pledge of annual con. 
tributions under an annual contributions contract between such public 
housing agency and the Public Housing Administration if such con- 
tract shall contain the covenant by the Public Housing Administration 
which is authorized by subsection (b) of section 22 of the United 
States Housing Act of 1937, as amended, and if the maximum sum 
and the maximum period specified in such contract pursuant to said 
subsection 22 (b) shall not be less than the annual amount and the 
period for payment which are requisite to provide for the payment 
—_— due of all installments of principal and interest on such obliga 

tions: Provided, That in carrying on the business commonly known as 
the safe-deposit business the association shall not invest in the capital 
stock of a corporation organized under the law of any State to con 

duct a safe-deposit business in an amount in excess of 15 per centum 
of the capital stock of the association actually paid in and unimpaired 
and 15 per centum of its unimpaired surplus. The limitations and 
restrictions herein contained as to dealing in and underwriting invest- 

ment securities shall not apply to obligations issued by the Interna- 
tional Bank for Reconstruction and Deve ‘lopment whic h are at the time 
eligible for purchase by a national bank for its own account : Provided, 
That no association shall hold obligations issued by said bank as a re- 
sult of underwriting, dealing, or purchasing for its own account (and 
for this purpose obligations as to which it is under commitment shall be 
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deemed to be held by it) in a total amount exceeding at any one time 
10 per centum of its capital stock actually paid in and unimpaired and 
10 per centum of its unimpaired surplus fund. 

Kighth. To contribute to commodity funds, or to charitable, phil- 
anthropic, or benevolent instrumentalities conducive to public welfare, 
such sums as its board of directors may deem expedient and in the 
interests of the association, if it is located in a State the laws of which 
do not expressly prohibit State banking institutions from contributing 
to such to such funds or instrumentalities. 

Sec. 26 (U.S. R.S., sec. 5168). Whenever a certificate is transmitted 
to the Comptroller of the Currency, as provided in this Title, and the 
association transmitting the same notifies the Comptroller that at least 
fifty per centum of its capital stock has been duly paid in, and that 
such association has complied with all the provisions of this Title 
required to be complied with before an association shall be authorized 
to commence the business of banking, the Comptroller shall examine 
into the condition of such association, ascertain especially the amount 
of money paid in on account of its capital, the name and place of 
residence of each of its directors, and the amount of the capital stock 
of which each is the owner in good faith, and generally whether such 
association has complied with all the provisions of this Title required 
to entitle it to engage in the business of banking; and shall cause to be 
made and attested by the oaths of a majority of the directors, and by 
the president or cashier of the association, a statement of all the facts 
necessary to enable the Comptroller to determine whether the as:ocia- 
tion is lawfully entitled to commence the business of banking. 

Sec. 27 (U.S. R.S., sec. 5169). If, upon a careful examination of 
the facts so reported, and of any other facts which may come to the 
knowledge of the Comptroller, whether by means of a special com- 
mission appointed by him for the purpose of inquiring into the con- 
dition of such association, or otherwise, it appears that such associa- 
tion is lawfully entitled to commence the business of banking, the 
Comptroller shall give to such association a certificate, under his hand 
and official seal, that such association has complied with all the provi- 
sions required to be complied with before commencing the business of 
banking, and that such association is authorized to commence such 
business. But the Comptroller may withhold from an association his 
certificate authorizing the commencement of business, whenever he has 
reason to suppose that the shareholders have formed the same for any 
other than the legitimate objects contemplated by this Title. 

Sec. 28 (U.S. R.S., see. 5170). The association shall cause the cer- 
tificate issued under the preceding section to be published in some 
newspaper printed in the city or county where the association is located, 
for at least sixty days next after the issuing thereof; or, if no news- 
paper is published in such city or county, then in the newspaper pub- 
lished nearest thereto. 

Sec. 29 (U.S. R.S., sec. 5137). A national banking association may 
purchase, hold, and convey real estate for the following purposes, and 
for no others: 

First. Such as shall be necessary for its accommodation in the 
transaction of its business. 

Second. Such as shall be mortgaged to it in good faith by way of 
security for debts previously contracted. 
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Third. Such as shall be conveyed to it in satisfaction of debts pre- 
viously contracted in the course of its dealings. 

Fourth. Such as it shall purchase at sales under judgments, decrees 
or mortgages held by the association, or shall purchase to secure de bts 
due to it. 

But no such association shall hold the possession of any real estate 
under mortgage, or the title and possession of any real estate pur- 
chased secure any debts due to it, for a longer period than five years. 

Sec. 30. That any national bs anking association may change its name 
or the his where its operations of discount and deposit are to be 
carried on, to any other place within the State, but not more than thirty 
miles distant with the approval of the Comptroller of the Currency, 
by the vote % shareholders owning two-thirds of the stock of such 
association. A duly authenticated ‘notice of the vote and of the new 
name or location selected shall be sent to the office of the Comptroller 
of the Currency; but no change of name or location shall be valid until 
the Comptroller shall have issued his certificate of approval of the same. 

Sec. 31. That all debts, liabilities, rights, provisions, and powers of 
the association under its old name shall devolve upon and inure to 
the mnnOnEniOn under its new name. 

Src. 32. That nothing in this act contained shall be so construed 
as in any manner to release ¢ any national banking association under its 
old name or at its old location from any liability, or affect any action 
or proceeding in law in which said association may be or become a 
party or interested. 

Src. 33. That any two or more national banking associations lo- 
cated within the same State, county, city, town, or village may, with 
the approval of the Comptroller of the Currency, consolidate into one 
association under the charter of either existing banks, on such terms 
and conditions as may be lawfully agreed upon by a majority of the 
board of directors of each association proposing to consolidate, and 
be ratified and confirmed by the affirmative vote of the shareholders 
of each such association owning at least two-thirds of its capital stock 
outstanding, at a meeting to be held on the call of the directors after 
publishing notice of the time, place, and object of the meeting for 
four consecutive weeks in some newspaper published in the place where 
the said association is located, and if no newspaper is published in 
the place, then in a paper published nearest thereto, and after sending 
such notice to each shareholder of record by registered mail at least 
ten days prior to said meeting: Provided, That the capital stock of 
such consolidated association shall not be less than that required under 
existing law for the organization of a national bank in the place in 
which it is located: And provided further, That if such consolidation 
shall be voted for at said meetings by the necessary majorities of the 
shareholders of each of the associ iations proposing to consolidate, any 
shareholder of any of the associations so consolidated, who has voted 
against such consolidation at the meeting of the associ: ition of which 
he is a shareholder or has given notice in writing at or prior to such 
meeting to the presiding officer that he dissents from the plan of con- 
solidation, shall be entitled to receive the value of the shares so held by 
him if and when said consolidation shall be approved by the Comp- 
troller of the Currency, such value to be ascertained as of the date of 
the Comptroller’s approval by an appraisal made by a committee of 
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three persons, one to be selected by the shareholder, one by the direct- 
ors, and the third by the two so chosen; and in case the v: alue so fixed 
shall not be satisfactory to the shareholder he may within five days 
after being notified of the appraisal appeal to the Comptroller of the 
Currency, who shall cause a reappraisal to be made, which shall be 
final and ideas and if said reappraisal shall exceed the value fixed 
by said committee, the bank shall pay the expenses of the reappraisal ; 

otherwise the appellant shall pay said expenses, and the value so 
ascertained and determined shall be deemed to be a debt due and be 
forthwith paid to said shareholder from said bank, and the share so 
paid shall be surrendered and after due notice sold at public auction 
within thirty days after the final appraisement provided for in this 
Act. 

Publication of notice and notification by registered mail of the 
meeting provided for in the foregoing paragr aph may be waived by 
unanimous action of the shareholders of the respective associations. 
Where a dissenting shareholder has given notice as above provided to 
the association of which he is a shareholder of his dissent from the 
plan of consolidation, and the directors thereof fail for more than 
thirty days thereafter to appoint an appraiser of the value of his shares, 
said shareholder may request the ( ‘omptroller of the Curreney to ap- 
point such appraiser to act on the appraisal committee for and on be- 
half of such association. 

If shares, when sold at public auction in accordance with this section, 
realize a price greater than their final appraised value, the excess in 
such sale price shall be paid to the shareholder. The consolidated asso- 
ciation shall be liable for all liabilities of the respective consolidating 
associations. In the event one of the appraisers fails to agree with the 
others as to the value of said shares, then the valuation of the remaining 
appraisers shall govern. 

Sec. 34. That associations consolids iting with another association 
under the provisions of this Act shall not be required to deposit law- 
ful money for their outstanding circulation, but their assets and liabili- 
ties shall be renorted by the association with which they have consoli- 
dated. And all the rights, franchises, and interests of the said national 
bank so consolidated in and to every species of property, personal and 
mixed, and choses in action thereto belonging, shall be deemed to be 
transferred to and vested in such national bank into which it is con- 
solidated without any deed or other transfer, and the said consolidated 
national bank shall hold and enjoy the same and all rights of property, 
franchises, and interests in the same manner and to the same extent as 
was held and enjoyed by the national bank so consolidated therewith. 

Sec. 34a. That any bank incorporated under the laws of any State, 
or any bank incorporated in the District of Columbia, may be consoli- 
dated with a national banking association located in the same State, 
county, city, town, or village under the charter of such national bank- 
ing association on such terms and conditions as may be law fully agreed 
upon by a majority of the board of directors of each association or 
bank proposing to consolidate, and which agreement shall be ratified 
and confirmed by the affirmative vote of the shareholders of each such 
association or bank owning at least two-thirds of its capital stock out- 
standing, or by a greater proportion of such capital stock in the case 
of such State bank if the laws of the State where the same is organ- 
ized so require, at a meeting to be held on the call of the directors 
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after publishing notice of the time, place, and object of the meeting for 
four consecutive weeks in some newspaper of general circulation 
published in the place where the said association or bank is situated, 
and in the legal newspaper for the publication of legal notices or 
advertisements, if any such paper has been designated by the rules 
of a court in the county where such association or bank is situated, and 
if no newspaper is published in the place, then in a paper of general 
circulation published nearest thereto, unless such notice of meeting 
is waived in writing by all stockholders of any such association or 
bank, and after sending such notice to each shareholder of record 
by registered mail at least ten days prior to said meeting, but any addi- 
tions al notice shall be given to the shareholders of such State bank 
which may be required by the laws of the State where the same is or- 
ganized. The capital stock of such consolidated association shall not 
be less than that required under existing law for the organization of : 
national banking association in the place in which such consolid: ited 
association is located. U pon such a consolidation, or upon a consolida- 
tion of two or more national banking associations under section 1 of 
this Act, the corporate existence of each of the constituent banks and 
national banking associations participating in such consolidation 
shall be merged into and continued in the consolidated national bank- 
ing association and the consolidated association shall be deemed to 
be the same cor poration as each of the constituent institutions. All the 
rights, franchises, and interests of each of such constituent banks and 
national banking associations in and to every species of property, real, 
personal, and mixed, and choses in action thereto belonging, shall be 
deemed to be transferred to and vested in such consolidated national 
banking association without any deed or other transfer; and such con- 
solidated national banking association, by virtue of such consolidation 
and without any order or other action on the part of any court or other- 
wise, shall hold and enjoy the same and all rights of property, fran- 
chise, and interests, including appointments, designations, and nomi- 
nations and all other rights and interests as trustee, executor, admin- 
istrator, registrar of stocks and bonds, guardian of estates, assignee, 
receiver, committee of estates of lunatics and in every other fiduciary 
capacity, in the same manner and to the same extent as such rights, 
franchises, and interests were held or enjoyed by any such constituent 
institution at the time of such consolidation: Provided, however, That 
where any such constituent institution at the time of such consolida- 
tion was acting under appointment of any court as trustee, executor, 
administrator, | registrar of stocks and bonds, guardian of estates, as- 
signee, receiver, committee of estates of lunatics or in any other fi- 
duciary capacity, the consolidated national banking association shall 
be subject to removal by a court of competent jurisdiction in the same 
manner and to the same extent as was such constitutent corporation 
prior to the consolidation, and nothing herein contained shall be con- 
strued to impair in any manner the right of any court to remove such 
a consolidated national banking association and to appoint in lieu 
thereof a substitute trustee, executor, or other fiduciary, exe ept that 
such right shall not be exercised in such a manner as to discriminate 
against national banking associations, nor shall any such consolidated 
association be removed solely because of the fact that it is a national 
banking association. If such consolidation shall be voted for at said 
meetings by the necessary majorities of the shareholders of the asso- 
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ciation and of the State or other bank proposing to consolidate, and 
thereafter the consolidation shall be approved by the Comptroller of 
the Currency, any shareholder of either the association or the State 
or other bank so consolidated, who has voted against such consolida- 
tion at the meeting of the association of which he is a stockholder, 
or has given notice in writing at or prior to such meeting to the pre- 
siding officer that he dissents from the plan of consolidation, shall be 
entitled to receive the value of the shares so held by him if and when 
said consolidation shall be approved by the Comptroller of the Cur- 

x Yo 
rency, such value to be ascertained as of the date of the Comptroller’s 
approval by an appraisal made by a committee of three persons, one 
to be selected by the shareholder, one by the directors of the consoli- 
dated association, and the third by the two so chosen; and in case 
the value so fixed shall not be satisfactory to such shareholder he may 
within five days after being notified of the appraisal appeal to the 
Comptroller of the Currency, who shall cause a reappraisal to be made, 
whith shall be final and binding; and the consolidated association 
shall pay the expenses of reappraisal, and the value as ascertained 
by such Bhesatves, or reappraisal shall be deemed to be a debt due and 
shall be forthwith paid to said shareholder by said consolidated as- 
sociation, and the shares so paid for shall be surrendered and, after 
due notice, sold at public auction within thirty days after the final 
appraisement provided for in this Act; and if the shares so sold 
at public auction shall be sold at a price greater than the final ap- 
praised value, the excess in such sale price shall be paid to the said 
shareholder; and the consolidated association shall have the right to 
purchase such shares at public auction, if it is the highest bidder 
therefor, for the purpose of reselling such shares within thirty days 
thereafter to such person or persons and at such price as its board of 
directors by resolution may determine. The liquidation of such shares 
of stock in any State bank shall be determined in the manner pre- 
scribed by the law of the State in such cases if such provision is made 
in the State law; otherwise as hereinbefore provided. No such con- 
solidation shall be in contravention of the law of the State under 
which such bank is incorporated. 

Where a dissenting shareholder has given notice as provided in this 
section to the bank of which he is a shareholder of his dissent from 
the plan of consolidation, and the directors thereof failed for more 
than thirty days thereafter to appoint an appraiser of the value of his 
shares, said shareholder may request the Comptroller of the Currency 
to appoint such appraiser to act on the appraisal committee for and 
on behalf of such bank. In the event one of the appraisers fails to 
agree with the others as to the value of said shares, then the valuation 
of the remaining appraisers shall govern. 

Sec. 34b. One or more national banking associations or one or more 
State banks, with the approval of the Comptroller, under an agree- 
ment not inconsistent with this Act, may merge into a national banking 
association located within the same State, under the charter of the 
receiving association. 

(b) The merger agreement shall— 

_(1) be agreed upon in writing by a majority of the board of 
directors of each association or State bank participating in the 
plan of merger; 
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(2) be ratified and confirmed by the affirmative vote of the 
shareholders of each association or State bank owning at least 
two-thirds of the capital stock outstanding, at a meeting to be held 
on the call of the Teotbere after publishing notice of the time, 
place, and object of the meeting for four consecutive weeks in a 
newspaper with general circulation in the place where the associa- 
tion or State bank is located, and after sending such notice to each 
shareholder of record by registered mail at least ten days prior 
to the meeting, except to those shareholders who specifically waive 
notice; 

(3) specify the amount of the capital stock of the receiving 
association which will be outstanding upon completion of the 
merger, the amount of stock (if any) to be allocated, and cash 
(if any) to be paid to the shareholders of the association or State 

bank being merged into the receiving association ; and 

(4) provide the manner of disposing of any shares of the 
receiving association not taken by the shareholders of the associ- 
ation or State bank merged into the receiving association. 

If a merger shall be voted for at the called meetings by the neces- 
sary majorities of the shareholders of each association or State bank 
participating in the plan of merger, any shareholder of any association 
or State bank to be merged into the receiving association who has 
voted against the merger at the meeting of the shareholders, or has 
given notice in writing at or prior to the meeting to the presiding 
officer that he dissents from the plan of merger, shall be entitled to 
receive the value of the shares held by him if and when the merger 
shall be approved by the Comptroller. The value of the shares shall 
be ascertained, as of the date of the meeting of the shareholders of the 
association or State bank approving the merger, by an appraisal made 
by a committee of three persons, composed of (i) one selected by the 
vote of the holders of a majority of the stock, the owners of which are 
entitled to payment in cash; (11) one selected by the directors of the 
receiving association; and (iii) one selected by the two so selected. 
The valuation agreed upon by any two of the three appraisers shall 
govern. If the value so fixed shall not be satisfactory to any dissent- 
ing shareholder who has requested payment, that shareholder may, 
within five days after being notified of the appraised value of his 
shares, appeal to the Comptroller, who shall cause a reappraisal to be 
mide which shall be final and binding as to value of the shares of the 
appellant. If, within ninety days from the date of consummation of 
the merger, for any reason, one or more of the appraisers have not been 
selected, or the appraisers have failed to determine the value of the 
shares, the Comptroller, upon written request of any interested party, 
shall cause an appraisal to be made which shall be final and binding 
on all parties. The expenses of the Comptroller in making the reap- 
praisal or the appraisal, as the case may be, shall be paid by the receiv- 
ing association. The value of the shares ascertained shall be promptly 
paid to the shareholders by the receiving association, and the shares so 
paid for shall be surrendered to and cancelled by the receiving associ- 
ation. The provisions of this paragraph shall apply only to share- 
holders of and stock owned by them in a bank or association being 
merged into the receiving association. , 

(c) The corporate existence of the merging association or State bank 
shall be merged into that of the receiving association. All rights, 
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franchises, and interests of the merging association or State bank in 
and to every type of property (real, personal, and mixed) and choses 
in action shall be transferred to and vested in the receiving association 
by virtue of such merger without any deed or other transfer. The 
receiving association, upon the merger and without any order or other 
action on the part of any court or otherwise, shall hold and enjoy all 
rights of property, franchises, and interests, including oo eee 
dasienaGng: and nominations, and all other rights and interests : 
trustee, executor, administrator, registrar of stocks and bonds, ela 
dian of estates, assignee, receiver, committee of estates of lunatics, 
and in every other fiduciary capacity, in the same manner and to the 
same extent as such rights, franchises, and interests were held or en- 
joyed by any merging association or State bank at the time of the 
merger, subject to the conditions hereinafter provided. 

Where any merging association or State bank, at the time of the 
merger, was acting under appointment of any court as trustee, execu- 
tor, administrator, registrar of stocks and bonds, guardian of estates, 

assignee, receiver, committee of estates of lunatics, or in any other 
fiduci: ary capacity, the receiving association shall be subject to removal] 
by a court of competent jurisdiction in the same manner and to the 
same extent as was the merging association or State bank prior to the 
merger. Nothing contained in this section shall be considered to 
impair in any manner the right of any court to remove a receiving 
association and to appoint in lieu thereof a substitute trustee, 
executor, or other fiduciary, except that such right shall not be exer- 
cised in such a manner as to discriminate against national banking 
associations, nor shall any receiving association be removed solely 
because of the fact that it is a national banking association. 

(d) Any national banking association which is a receiving associa- 
tion may issue stock, with the approval of the Comptroller and in 
accordance with law, to be delivered to the shareholders of a merging 
State bank or national banking association as provided for by a merger 
agreement, free from any preemptive rights of the shareholders of 
the receiv ing association. 

Sec. 34c. As used in this Act the term— 

(1) “State banks” means any bank, banking association, trust 
company, savings bank (other than a mutual savings bank), or 
other banking institution which is engaged in the business of 
receiving deposits : and which is incorpor ated under the laws of any 
State, or whch is operating under the Code of Law for the Dis- 
trict of Columbia (except a national banking association located in 
the District of Columbia) ; 

(2) “State” means the several States, the several Territories, 
Puerto Rico, the Virgin Islands, and the District of Columbia: 

(3) “Comptroller” means the Comptroller of the Currency ; and 

(4) “Receiving association” means the national banking associa- 
tion into which one or more national banking associations or one 
or more State banks, located wthin the same State, merge. 

Src. 35 (U.S. R.S., sec. 5154; Federal Reserve Act, sec. 8, pars. 1, 
2, 3). ef bank incorporated by special law of any State or of the 
United States or organized under the general laws of any State or of 
the United States and having an unimpaired capital sufficient to 
entitle it to become a national banking association under the provisions 
of the existing laws may, by the vote of the shareholders owning not 
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less than fifty-one per centum of the capital stock of such bank or 
banking association, with the approval of the Comptroller of the Cur- 
rency be converted into a national banking association, with any name 
approved by the Comptroller of the Currency: Provided, however, 
That said conversion shall not be in contravention of the State law. 
In such case the articles of association and organization certificate 
may be executed by a majority of the directors of the bank or banking 
institution, and the certificate shall declare that the owners of fifty 
one per centum of the capital stock have authorized the directors to 
make such certificate and to change or convert the bank or banking 
institution into a national association. A majority of the directors, 
after executing the articles of association and the organizaion cer 
tificate, shall have power to execute all other papers and to do what- 
ever may be required to make its organization perfect and complete 
as a national association. The shares of any such bank may continue 
to be for the same amount each as they were before the conversion, and 
the directors may continue to be directors of the association until 
others are elected or appointed in accordance with the provisions of the 
statutes of the United States. When the Comptroller has given to 
such bank or banking association a certificate that the provisions of 
this Act have been complied with, such bank or banking associations, 
and all its stockholders, officers, and employees, shall have the same 
powers and privileges, and shall be subject to the same duties, liabili- 
ties, and regulations, in all respects, as shall have been prescribed by 
the Federal Reserve Act and by the national banking Act for associa- 
tions originally organized as national banking associations. 

The Comptroller of the Currency may, in his discretion and subject 
to such conditions as he may prescribe, permit such converting bank 
to retain and carry at a value determined by the Comptroller such of 
the assets of such converting bank as do not conform to the legal re- 
quirements relative to assets acquired and held by national banking 
associations, 

Sec. 36 (U.S. R. S., sec. 5155). The conditions upon which a na- 
tional banking association may retain or establish and operate a 
branch or branches are the following: 

(a) A national banking association may retain and operate such 
branch or branches as it may have in lawful operation at the date of 
the approval of this Act, and any national banking association which 
has continuously maintained and operated not more than one branch 
for a period of more than twenty-five years immediately preceding the 
approval of this Act may continue to maintain and operate such 


branch. 


(b) If a State bank is hereafter converted into or consolidated with 
a national banking association, or if two or more national banking 
associations are consolidated, such converted or consolidated associa- 
tion may, with respect to any of such banks, retain and operate any of 
their branches which may have been in lawful operation by any bank 
at the date of the approval of the Act. 

(c) A national banking association may, with the approval of the 
Comptroller of the Currency, establish and operate new branches: (1) 
Within the limits of the city, town, or village in which said association 
is situated, if such establishment and operation are at the time ex- 
pressly authorized to State banks by the law of the State in question ; 
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and (2) at any point within the State in which said association is 
situated, if such establishment and operation are at the time author- 
ized to State banks by the statute laws of the state in question by 
language specifically granting such authority affirmatively and not 
merely by implication or recognition, and subject to the restrictions 
as to location imposed by the law of the State on State banks. In 
any State in which State banks are permitted by statute law to main- 
tain branches within county or greater limits, if no bank is located 
and doing business in the place where the proposed agency is to be 
located, any national banking association situated in such State may, 
with the approval of the Comptroller of the Currency, establish and 
operate, without regard to the capital requirements of this section, a 
seasonal agency in any resort community within the limits of the 
county in which the main office of such association is located, for the 
purpose of receiving and paying out deposits, issuing and cashing 
checks and drafts, and doing business incident thereto: Provided, 
That any permit issued under this sentence shall be revoked upon the 
opening of a State or national bank in such community. Except as 
provided in the immediately preceding sentence, no such association 
shall establish a branch outside of the city, town, or village in which 
it is situated unless it has a combined capital stock and surplus equal 
to the combined amount of capital stock and surplus, if any, required 
by the law of the State in which such association is situated for the 
establishment of such branches by State banks, or, if the law of such 
State requires only a minimum capital stock for the establishment of 
such branches by State banks, unless such association has not less than 
an equal amount of capital stock. 

(d) The aggregate capital of every national banking association 
and its branches shall at no time be less than the aggregate minimum 
sapital required by law for the establishment of an equal number of 
national banking associations situated in the various places where such 
association and its branches are situated. 

(e) No branch of any national banking association shall be estab- 
lished or moved from one location to another without first obtaining 
the consent and approval of the Comptroller of the Currency. 

(f) The term “branch” as used in this section shall be held to 
include any branch bank, branch office, branch agency, additional office, 
or any branch place of business located in any State or Territory of the 
United States or in the District of Columbia at which deposits are re- 
ceived, or checks paid, or money lent. 

(g) This section shall not be construed to amend or repeal section 
25 of the Federal Reserve Act, as amended, authorizing the estab- 
lishment by national banking associations of branches in foreign coun- 
tries, or dependencies, or insular possessions of the United States. 

(h) The words “State bank,” “State banks,” “bank,” or “banks,” 
as used in this section, shall be held to include trust companies, sav- 
ings banks, or other such corporations or institutions carrying on the 
banking business under the authority of State laws. 

Src. 37. The provisions of chapters two, three, and four of this 
Title, which are expressed without restrictive words, as applying to 
“national banking associations”, or to “associations”, apply to all 
associations organized to carry on the business of banking under any 
act of Congress. 
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Sec. 38. An Act entitled “An Act to provide a national currency 
secured by a pledge of United States bonds, and to provide for the 
circulation and redemption thereof,” approved June 3, 1864, shall 
hereafter be known as “the national bank act.” 

Sec. 39. Nothing in this Title shall affect any appointments made, 
acts done, or proceedings had or commenced prior to the third day of 
June, eighteen hundred and sixty-four, in or toward the organization 
of any national banking association under the act of February twenty- 
five, eighteen hundred and sixty-three; but all associations which, on 
the third day of June, eighteen hundred and sixty-four, were organ- 
ized or commenced to be organized under that act, shall enjoy all the 
rights and privileges granted, and be subject to all the duties, liabil- 
ities, and restrictions imposed by this Title, notwithstanding all the 
steps prescribed by this Title for the organization of associations were 
not pursued, if such associations were duly organized under that act. 

Sec. 40. That the National Bank Act, as amended, and all other 
Acts of Congress relating to national banks, shall, insofar as not 
locally inapplicable hereafter, apply to the Virgin Islands of the 
United States. 

Sec. 41. The National Bank Act, all other Acts of Congress relat- 
ing to national banks, shall, insofar as not locally inapplicable here- 
after, apply to Guam. 


CAPITAL, STOCKS AND SHAREHOLDERS 


Sec. 51 (U.S. R.S., sec. 5138). After this section as amended takes 
effect, no national banking association shall be organized with a less 
capital than $100,000, except that such associations with a capital of 
not less than $50,000 may be organized in any place the population of 
which does not exceed six thousand inhabitants. No such association 
shall be organized in a city the population of which exceeds fifty 
thousand persons with a capital of less than $200,000, except that in 
the outlying districts of such a city where the State laws permit the 
organization of State banks with a capital of $100,000 or less, national 
banking associations now organized or hereafter organized may, with 
the approval of the Comptroller of the Currency, have a capital of 
not less than $100,000. No such association shall hereafter be au- 
thorized to commence the business of banking until it shall have a 
paid-in surplus equal to 20 per centum of its capital: Provided, That 
the Comptroller of the Currency may waive this requirement as to a 
State bank converting into a national banking association, but each 
State bank which is converted into a national banking association shall, 
before the declaration of a dividend on its shares of common stock, 
carry not less than one-half part of its net profits of the preceding 
half year to its surplus fund until it shall have a surplus equal to 20 
per centum of its capital: Provided, That for the purpose of this sec- 
tion any amounts paid into a fund for the retirement of any preferred 
stock of any such converted State bank out of its net earnings for such 
half-year period shall be deemed to be an addition to its surplus fund 
if, upon the retirement of such preferred stock, the amount so paid 
into such retirement fund for such period may then properly be car- 
ried to surplus. In any such case the converted State bank shall be 
obligated to transfer to surplus the amount so paid into such retire- 
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ment fund for such period on account of the preferred stock as such 
stock is retired. 

Sec. 51a (Emergency Banking Act, sec. 301). Notwithstanding any 
other provision of law, any national banking association may, with the 
approval of the Comptroller of the Currency and by vote of sharehold- 
ers owning a majority of the stock of such association, upon not less 
than five days’ notice, given by registered mail pursuant to action taken 
by its board of directors, issue preferred stock of one or more classes, 
in such amount and with such par value as shall be approved by said 
Comptroller, and make such amendments to its articles of association 
as may be necessary for this purpose; but, in the case of any newly 
organized national banking association which has not yet issued com- 
mon stock, the requirement of notice to and vote of shareholders shall 
not apply. No issue of preferred stock be valid until the par value 
of all stock so issued shall be paid in and notice thereof, duly acknow- 
ledged before a notary public by the president, vice president, or cash- 
ier of said association, has been transmitted to the Coiapttolber of the 
Currency and his certificate obtained specifying the amount of such 
issue of preferred stock and his approval thereof and that the amount 
has been duly paid in as part of the capital of such association; which 
certificate shall be deemed to be conclusive evidence that such pre- 
ferred stock has been duly and validly issued. 

Sec. 51b (Emergency Banking Act, sec. 302). (a) Notwithstanding 
any other provision of law whether relating to restriction upon the 
payment of dividends upon capital stock or otherwise, the holders of 
such preferred stock shall be entitled to receive such cumulative divi- 
dends at a rate not exceeding 6 per centum per annum and shall have 
such voting and conversion rights and such control of management, 
and such stock shall be subject to retirement in such manner and upon 
such conditions, as may be provided in the articles of association with 
the approval of the Comptroller of the Currency. The holders of such 
preferred stock shall not be held individually responsible as such 
holders for any debts, contracts, or engagements of such association, 
and shall not be liable for assessments to restore impairments in the 
vapital of such association as now provided by law with reference to 
holders of common stock, 

(b) No dividends shall be declared or paid on common stock until 
the cumulative dividends on the preferred stock shall have been paid 
in full; and, if the association is placed in voluntary liquidation or a 
conservator or a receiver is appointed therefor, no payments shall be 
made to the holders of the common stock until the holders of the 
preferred stock shall have been paid in full the par value of such stock 
plus all accumulated dividends. 

Src. 51b-1. If any part of the capital of a national bank, State 
members bank, or bank applying for membership in the Federal 
Reserve System consists of preferred stock, the determination of 
whether or not the capital of such bank is impaired and the amount 
of such impairment shall be based upon the par value of its stock 
even though the amount which the holders of such preferred stock 
shall be entitled to receive in the event of retirement or liquidation 
shall be in excess of the par value of such preferred stock. If any 
such bank.or trust company shall have outstanding any capital notes 
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or debentures of the type which the Reconstruction Finance Corpora- 
tion is authorized to purchase pursuant to the provisions of section 304 
of the Emergency Banking and Bank Conservation Act, approved 
March 9, 1933, as amended, the capital of such bank may be deemed 
to be unimpaired if the sound value of its assets is not less than its 
total liabilities, including capital stock, but excluding such capital 
notes or debentures and any obligations of the bank expressly subordi- 
nated thereto. Notwithstanding any other provision of law, the hold- 
ers of preferred stock issued by a national banking association pursuant 
to the provisions of the Emergency Banking and Bank Conservation 
Act, approved March 9, 1933, as amended, shall be entitled to receive 
such cumulative dividends at a rate not exceeding six per centum per 
annum on the purchase price received by the association for such stock 
and, in the event of the retirement of such stock, to receive such retire- 
ment price, not in excess of such purchase price plus all accumulated 
dividends, as may be provided in the articles of association with the 
approval of the Comptroller of the Currency. If the association is 
placed in voluntary liquidation, or if a conservator or a receiver is 
appointed therefor, no payment shall be made to the holders of common 
stock until the holders of preferred stock shall have been paid in full 
such amount as may be provided in the articles of association with 
the approval of the Comptroller of the Currency, not in excess of such 
purchase price of such preferred stock plus all accumulated dividends. 

Sec. 51¢ (Emergency Banking Act, sec. 303). The term “common 
stock” as used in this title means stock of national banking associations 
other than preferred stock issued under the provisions of this title. 
The term “capital” as used in provisions of law relating to the capital 
of national banking associations shall mean the amount of unimpaired 
common stock plus the amount of preferred stock outstanding and 
unimpaired ; and the term “capital stock,” as used in section 12 of the 
Act of March 14, 1900, shall mean only the amount of common stock 
outstanding. 

Sec. 52 (U.S. R.S., sec. 5139). The capital stoek of each association 
shall be divided into shares of $100 each, or into shares of such less 
amount as may be provided in the articles of association, and be deemed 
personal property, and transferable on the books of the association in 
such manner as may be prescribed in the by-laws or articles of asso- 
ciation. Every person becoming a shareholder by such transfer shall, 
in proportion to his shares, succeed to all rights and liabilities of the 
prior holder of such shares; and no change shall be made in the articles 
of association by which the rights, remedies, or security of the existing 
creditors of the association shall be impaired. 

Certificates hereafter issued representing shares of stock of the asso- 
ciation shall state (1) the name and location of the association, (2) 
the name of the holder of record of the stock represented thereby, (3) 
the number and class of shares which the certificates represent, and 
(4) if the association shall issue stock of more than one class, the 
respective rights, preferences, privileges, voting rights, powers, restric- 
tions, limitations, and qualifications of each class of stock issued shall 
be stated in full or in summary upon the front or back of the certifi- 
‘ates or shall be incorporated by a reference to the articles of associ- 
ation set forth on the front of the certificates. Every certificate shall 
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be signed by the president and the cashier of the association, or by such 
other officers as the by-laws of the association shall provide, and shall 
be sealed with the seal of the association. 

After the date of the enactment of the Banking Act of 1935, no 
certificate evidencing the stock of any such association shall bear any 
statement poten to represent the stock of any other corporation, 
except a member bank or a corporation engaged on June 16, 1934, in 
holding the bank premises of such association, nor shall the ownership, 
sale, or transfer of any certificate representing the stock of any such 
association be conditioned in any manner whatsoever upon the owner- 
ship, sale, or transfer of a certificate representing the stock of any 
other coroporation, except a member bank or a corporation engaged in 
June 16, 1934, in holding the bank premises of such association: Pro- 
vided, That this section shall not operate to prevent the ownership, 
sale, or transfer of stock of any other corporation being conditioned 
upon the ownership, sale, or transfer of a certificate representing 
stock of a national banking association. 

Sec. 53 (U.S. R. S., sec. 5140). At least fifty per centum of the 
capital stock of every association shall be paid in before it shall be 
authorized to commence business; and the remainder of the capital 
stock of such association shall be paid in installments of at least ten 
per centum each, on the whole amount of the capital, as frequently as 
one installment at the end of each succeeding month from the time it 
shall be authorized by the Comptroller of the Currency to commence 
business; and the payment of each installment shall be certified to the 
Comptroller, under oath, by the president or cashier of the association. 

Sec. 54 (U.S. R. S., sec. 5141). Whenever any shareholder, or his 
assignee, fails to pay any installment on the stock when the same is 
required by the preceding section to be paid, the directors of such asso- 
ciation may sell the stock of such delinquent shareholder at public 
auction, having given three weeks’ previous notice thereof in a news- 
paper published and of general circulation in the city or county where 
the association is located, or if no newspaper is published in said eity 
or county, then in a newspaper published nearest thereto, to any person 
who will pay the highest price therefor, to be not less than the amount 
then due thereon, with the expenses of advertisement and sale; and 
the excess, if any, shall be paid to the delinquent shareholder. Lf no 
bidder can be found who will pay for such stock the amount due 
thereon to the association, and the cost of advertisement and sale, the 
amount previously paid shall be forfeited to the association, and such 
stock shall be sold as the directors may order, within six months from 
the time of such forfeiture, and if not sold it shall be cancelled and 
deducted from the capital stock of the association. If any such can- 
cellation and reduction shall reduce the capital of the association 
below the minimum of capital required by law, the capital stock shall, 
within thirty days from the date of such cancellation, be increased to 
the required amount; in default of which a receiver may be appointed, 
according to the provisions of section fifty-two hundred and thirty- 
four, to close up the business of the association. 

Sec. 55 (U.S. R. S. sec. 5205). Every association which shall have 
failed to pay up its capital stock, as required by law, and every asso- 
ciation whose capital stock shall have become impaired by losses or 
otherwise, shall, within three months after receiving notice thereof 
from the Comptroller of the Currency, pay the deficiency in the capital 
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stock, by assessment upon the shareholders pro rata for the amount of 
capital stock held by each; and the Treasurer of the United States 
shall withhold the interest upon all bonds held by him in trust for any 
such association, upon notification from the Comptroller of the Cur 
rency, until otherwise notified by him. If any such association shall 
fail to pay up its capital stock, and shall refuse to go into liquidation, 
as provided by law, for three months later receiving notice from the 
Comptroller, a receiver may be appointed to close up the business of 
the association, according to the provisions of section fifty-two hun- 
dred and thirty-four: And provided, That if any shareholder or share- 
holders of such bank shall neglect or refuse, after three months’ notice, 
to pay the assessment, as provided in this section, it shall be the duty 
of the board of directors to cause a sufficient amount of the capital 
stock of such shareholder or shareholders to be sold at public auction 
(after thirty days’ notice shall be given by posting such notice of sale 
in the office of the bank, and by publishing such notice in a newspaper 
of the city or town in which the bank is located, or in a newspaper 
published nearest thereto), to make good the deficiency, and the bal- 
ance, if any, shall be returned to such delinquent shareholder or share- 
holders. 

Sec. 56 (U. S. R. S., sec. 5204). No association, or any member 
thereof, shall, during the time it shall continue its banking operations, 
withdraw, or permit to be withdrawn, either in the form of dividends 
or otherwise, any portion of its capital. If losses have at any time been 
sustained by any such association, equal to or exceeding its undivided 
profits then on hand, no dividend shall be made; and no dividend 
shall ever be made by any association, while it continues its banking 
operations, to an amount greater than its net profits then on hand. 
deducting therefrom its losses and bad debts. All debts due to any 
association, on which interest is past due and unpaid for a period of 
six months, unless the same are well secured, and in process of collec- 
tion, shall be considered bad debts within the meaning of this section. 
But nothing in this section shall prevent the reduction of the capital 
stock of the association under section fifty-one hundred and forty- 
three. 

Sec. 57 (U.S. R. S., sec. 5142). Any national banking association 
may, with the approval of the Comptroller of the Currency, and by a 
vote of shareholders owning two-thirds of the stock of such associa- 
tions, increase its capital stock to any sum approved by the said Comp- 
troller, but no increase in capital shall be valid until the whole amount 
of such increase is paid in and notice thereof, duly acknowledged be- 
fore a notary public by the president, vice president, or cashier of said 
association, has been transmitted to the Comptroller of the Currency 
and his certificate obtained specifying the amount of such increase in 
capital stock and his approval thereof, and that it has been duly paid 
in as part of the capital of such association: Provided, however, That 
a national banking association may, with the approval of the Comp- 
troller of the Currency, and by the vote of shareholders owning two- 
thirds of the stock such association, increase its capital stock by the 
declaration of a stock dividend, provided that-the surplus of said asso- 
ciation, after the approval of the increase, shall be at least equal to 
20 per centum of the capital stock as increased. Such increase shall not 
be effective until a certificate certifying to such declaration of dividend, 
signed by the president, vice president, or cashier of said association 
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and duly acknowledged before a notary public, shall have been for- 
warded to the Comptroller of the Currency and his certificate obtamed 
specifying the amount of such increase of capital stock by stock divi- 
dend, and his approval thereof. 

Src. 58. Any national banking association may, with the approval 
of the Comptroller of the Currency, by the vote of shareholders owning 
two-thirds of the stock of such association, increase its capital stock, 
in accordance with existing laws, to any sum approved by the said 
Comptroller, notwithstanding the limit fixed in its original articles 
of association and determined by said Comptroller; and no increase 
of the capital stock of any national banking association either within 
or beyond the limit fixed in its original articles of association shall 
be made except in the manner herein provided. 

Sec. 59 (U.S. R.S., sec. 5143; Federal Reserve Act, sec. 28, par. 1). 
Any association formed under this title may, by the vote of share- 
holders owning two-thirds of its capital stock, reduce its capital to any 
sum not below the amount required by this title to authorize the for- 
mation of associations; but no such reduction shall be allowable which 
will reduce the capital of the association below the amount required 
for its outstanding circulation, nor shall any reduction be made until 
the amount of the proposed reduction has been reported to the caer, 
troller of the Currency and such reduction has been approved by the 
said Comptroller of the Currency and no shareholder shall be entitled 
to any distribution of cash or other assets by reason of any reduc- 
tion of the common capital of any association unless such distribu- 
tion shall have been approved by the Comptroller of the Currency 
and by the affirmative vote of at least two-thirds of the shares of 
sach class of stock outstanding, voting as classes. 

Sec. 60 (U.S. R. S., sec. 5199). The directors of any association 
may, semiannually, declare a dividend of so much of the net profits 
of the association as they shall judge expedient; but each association 
shall, before the declaration of a dividend on its shares of common 
stock, carrying not less than one-tenth part of its net profits of the 
preceding half year to its surplus fund until the same shall equal the 
amount of its common capital: Provided, That for the purposes of 
this section, any amounts paid into a fund for the retirement of any 
preferred stock of any such association out of its net earnings for 
such half-year period shall be deemed to be an addition to its surplus 
fund if, upon the retirement of such preferred stock, the amounts so 
paid into such retirement fund for such period may then properly be 
arried to surplus. In any such case the association shall be obligated 
to transfer to surplus the amounts so paid into such retirement fund 
for such period on account of the preferred stock as such stock is 
retired. 

Sec. 61 (U.S. R. S., sec. 5144). In all elections of directors, each 
shareholder shall have the right to vote the number of shares owned 
by him for as many persons as there are directors to be elected, or to 
cumulate such shares and give one candidate as many votes as the 
number of directors multiplied by the number of his shares shall equal, 
or to distribute them on the same principle among as many candidates 
as he shall think fit; and in deciding all other questions at meetings 
of shareholders, each shareholder shall be entitled to one vote on each 
share of stock held by him; except that (1) this shall not be construed 
as limiting the voting rights of holders of preferred stock under the 
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terms and provisions of articles of association, or amendments thereto, 
adopted pursuant to the provisions of section 302 (a) of the Emer 
gency Banking and Bank Conservation Act, approved March 9, 1933, 
as amended, (2) in the election of directors, shares of its own stock 
held by a national bank as sole trustee, whether registered in its own 
name as such trustee or in the name of its nominee, shall not be voted 
by the registered owner unless under the terms of the trust the manner 
in which such shares shall be voted may be determined by a donor o1 
beneficiary of the trust and unless such donor or be peficiary actually 
directs how such shares shall be voted, (3) shares of its own stock 
held by a national bank and one or more persons as trustees may be 
voted by such other person or persons, as trustees, in the same mannet 
as if he or they were the sole trustee, and (4) shares controlled by an) 
holding company affiliate of a national bank shall not be voted unless 
such holding company affiliate shall have first obtained a voting permit 
as hereinafter provided, which permit is in force at the time such 
shares are voted, but such holding company affiliate may, without ob 
a such permit, vote in favor of placing the association in volun- 
tary liquidation or taking any other action pertaining to the voluntary 
liquidation of such association. Shareholders may vote by proxies 
duly authorized in writing; but no officer, clerk, teller, or bookkeeper 
of such bank shall act as proxy; and no shareholder whose liability 
is past due and unpaid shall be allowed to vote. Whenever shares of 
stock cannot be voted by reason of being held by the bank as sole 
trustee, such shares shall be excluded in determining whether matters 
voted upon by the shareholders were adopted by ‘the requisite per- 
centage of shares. 

For the purposes of this section shares shall be deemed to be con- 
trolled by a holding company affiliate if they are owned or controlled 
directly or indirectly by such holding company affiliate, or held by 
any trustee for the benefit of the shareholders or members thereof. 

An such holding company affiliate may make application to the 
Board of Governors of the Federal Reserve System for a voting per- 
mit entitling it to vote the stock controlled by it at any or all meet 
ings of shareholders of such bank or authori izing the trustee or trustees 
holding the stock for its benefit or for the benefit of its shareholders 
so to vote the same. The Board of Governors of the Federal Reserve 
System may, in its discretion, grant or withhold such permit as the 
public interest may require. In acting upon such application, the 
Board shall consider the financial condition of the applicant, the gen 
eral character of its management, and the probable effect of the grant 
ing of such permit upon the affairs of such bank, but no such permit 
shall be granted except upon the following conditions: 

(a) Every such holding company affiliate shall, in making the ap- 
plication for such permit, agree (1) to receive, on dates identical with 
those fixed for the examination of banks with which it is affiliated, 
examiners duly authorized to examine such banks, who shall make such 
examinations of such holding company affiliate as shall be necessary 
to disclosse fully the rel: ations between such banks and such | olding 
company affiliate and the effect of such relations upon the affairs of 
such banks, such examinations to be at the expense of the holding 
company affiliate so examined; (2) that the reports of such exam- 
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iners shall contain such information as shall be necessary to disclose 
fully the relations between such affiliate and such banks and the effect 
of such relations upon the affairs of such banks; (3) that such exam- 
iners may examine each bank owned or controlled by the holding com- 
pany affiliate, both individually and in conjunction with other banks 
owned or controlled by such holding company affiliate; and (4) that 
publication of individual or consolidated statements of condition of 
such banks may be required ; 

(b) After five years after the enactment of the Banking Act of 
1933, every such holding company affiliate (1) shall possess, and 
shall continue to possess during the life of such permit, free and clear 
of any lien, pledge, or hypothecation of any nature, readily market- 
able assets other than bank stock in an amount not less than 12 per 
centum of the aggregate par value of all bank stocks controlled by such 
holding company affiliate, which amount shall be increased by not less 
than 2 per centum per annum of such aggregate par value until such 
assets shall amount to 25 per centum of the aggregate par value of such 
bank stocks; and (2) shall reinvest in readily marketable assets other 
than bank stock all net earnings over and above 6 per centum per 
annum on the book value of its own shares outstanding until such 
assets shall amount to such 25 per centum of the aggregate par value 
of all bank stocks controlled by it; 

(c) Notwithstanding the foregoing provisions of this section after 
five years after the enactment of the Banking Act of 1933, (1) any 
such holding company affiliate the shareholders or members of which 
shall be individually and severally liable in proportion to the number 
of shares of such holding company aftiliate held by them respectively, 
in addition to amounts invested therein, for all statutory lilability im- 
posed on such holding company affiliate by reason of its control of 
shares of stock of banks, shall be required only to establish and main- 
tain out of net earnings over and above 6 per centum per annum on 
the book value of its own shares outstanding a reserve of readily 
marketable assets in an amount of not less than 12 per centum of the 
aggregate par value of bank stocks controlled by it, and (2) the assets 
required by this section to be possessed by such holding company 
affiliate may be used by it for replacement of capital in banks affiliated 
with it and for losses incurred in such banks, but any deficiency in such 
assets resulting from such use shall be made up within such period as 
the Board of Governors of the Federal Reserve System may by regu- 
lation prescribe; and the provisions of this subsection, instead of sub- 
section (b), shall apply to all holding company affiliates with respect 
to any shares of bank stock owned or controlled by them as to which 
there is no statutory liability imposed upon the holders of such bank 
stock ; 

(d) Every officer, director, agent, and employee of every such 
holding company affiliate shall be subject to the same penalties for 
false entries in any book, report, or statement of such holding com- 
pany affiliate as are applicable to officers, directors, agents, and em- 
ployees of member banks under section 1005 of Tttle 18, United 
States Code; and 

(e) Every such holding company affiliate shall, in its application 
for such voting permit, (1) show that it does not own, control, or 
have any interest in, and is not participating in the management or 
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direction of, any corporation, business trust, association, or other sim- 
ilar organization formed for the purpose of, or engaged principally in, 
the issue, flotation, underwriting, public sale, or distribution, at whole- 
sale or retail or through syndicate participation, of stocks, bonds, 
debentures, notes, or other securities of any sort (hereinafter referred 
to as “securities company”) ; (2) agree that during the period that the 
permit remains in force it will not acquire any ownership, control, or 
interest in any such securities company or participate. in the manage- 
ment or direction thereof; (3) agree that if, at the time of filing the 
application for such permit, it owns, controls, or has an interest in, or 
is participating in the management or direction of, any such securities 
company, it will, within five years after the filing of such application, 
divest itself of its ownership, control, and interest in such securities 
company and will cease participating in the management or direction 
thereof, and will not thereafter, during the period that the permit re- 
mains in force, acquire any further ownership, control, or interest in 
any such securities company or participate in the management or direc- 
tion thereof; and (4) agree that thenceforth it will declare dividends 
only out of actual net earnings. 

If at any time it shall appear to the Board of Governors of the 
Federal Reserve System that any holding company affiliate has vio- 
lated any of the provision of the Banking Act of 1933 or of any 
agreement made pursuant to this section, the Board of Governors of 
the Federal Reserve System may, in its discretion, revoke any such 
voting permit after giving sixty days’ notice by registered mail of its 
intention to the holding company affiliate and affording it an oppor- 
tunity to be heard. Whenever the Board of Governors of the Federal 
Reserve System shall have revoked any such voting permit, no na- 
tional bank whose stock is controlled by the holding company affiliate 
whose permit is so revoked shall receive deposits of public moneys of 
the United States, nor shall any such national bank pay any further 
dividend to such holding company affiliate upon any shares of such 
bank controlled by such holding company affiliate. 

Whenever the Board of Governors of the Federal Reserve System 
shall have revoked any voting permit as hereinbefore provided, the 
rights, privileges, and franchises of any or all national banks the stock 
of which is controlled by such holding company affiliate shall, in the 
discretion of the Board of Governors of the Federal Reserve System, 
be subject to forfeiture in accordance with section 2 of the Federal 
Reserve Act, as amended. 

Src. 62. The president and cashier of every national banking asso- 
ciation shall cause to be kept at all times a full and correct list of the 
names and residences of all the shareholders in the association, and 
the number of shares held by each, in the office where its business is 
transacted. Such list shall be subject to the inspection of all the 
shareholders and creditors of the association, and the officers author- 
ized to assess taxes under State authority, during business hours of 
each day in which business may be legally transacted. A copy of such 
list, verified by the oath of such president or cashier, shall be trans- 
mitted to the Comptroller of the Currency within ten days of any 
demand therefor made by him. 

Sec. 63 (U. S. R. S., sec. 5151). The shareholders of every na- 
tional banking association shall be held individually responsible, 
equally and ratably, and not one for another, for all contracts, debts, 
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and engagements of such association, to the extent of the amount of 
their stock therein, at the par value thereof, in addition to the amount 
invested in such shares; except that shareholders of any banking as- 
sociation now existing under State laws, having not less than five mil- 
lions of dollars of capital actually paid in, and a surplus of twenty 
per centum on hand, both to be determined by the Comptroller of the 
Currency, shall be liable only to the amount invested in their shares; 
and such surplus of twenty per centum shall be kept undiminished, 
and be in addition to the surplus provided for in this Title; and if 
at any time there is a deficiency in such surplus of twenty per centum, 
such association shall not pay any dividends to its shareholders until 
the deficiency is made good; and in case of such deficiency, the Comp- 
troller of the Currency may compel the association to close its business 
and wind up its affairs under the provisions of Chapter four of this 
Title. 

Src. 64 (Federal Reserve Act, sec. 23, par. 1). The stockholders of 
every national banking association shall be held individually respon- 
sible for all contracts, debts, and engagements of such association, 
each to the amount of his stock therein, at the par value thereof in 
addition to the amount invested in such stock. The stockholders in 
any national banking association who shall have transferred their 
shares or registered the transfer thereof within sixty days next before 
the date of the failure of such association to meet its obligations, or 
with knowledge of such impending failure, shall be liable to the same 
extent as if they had made no such transfer, to the extent that the 
subsequent transferee fails to meet such liability; but this provision 
shall not be construed to affect in any way any recourse which such 
shareholders might otherwise have against those in whose names such 
shares are registered at the time of such failure. 

Sec. 64a (Banking Act of 1933, sec. 22, as amended by Banking 
Act of 1935, sec. 304). The additional liability imposed upon share- 
holders in national banking associations by the provisions of section 
5151 of the Revised Statutes, as amended, and section 23 of the Fed- 
eral Reserve Act, as amended (U. S. C., title 12, secs. 63 and 64), 
shall not apply with respect to shares in any such association issued 
after the date of the enactment of this Act. Such additional liability 
shall cease on July 1, 1937, with respect to all shares issued by any 
association which shall be transacting the business of banking on 
July 1, 1937: Provided, That not less than six months prior to such 
date, such association shall have caused notice of such prospective 
termination of liability to be published in a newspaper published 
in the city, town, or county in which such association is located, 
and if no newspaper is published in such city, town, or county, then 
in a newspaper of general circluation therein. If the association fail 
to give such notice as and when above provided, a termination of such 
additional liability may thereafter be accomplished as of the date 
six months subsequent to publication, in the manner above provided. 
In the case of each association which has not caused notice of such 
prospective termination of liability to be published prior to May 18, 
1953, the Comptroller of the Currency shall cause such notice to 
be published in the manner provided in this section, and on the date 
six months subsequent to such publication by the Comptroller of the 
Currency such additional liability shall cease. 
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Sec. 65. That when any national banking association shall have 
gone into liquidation under the provisions ‘of section five thousand 
two hundred and twenty of said statutes, the individual lability of 
the shareholders provided for by section fifty-one hundred and fifty- 
one of said statutes may be enforced by any creditor of such associa- 
tion by a civil action brought by such creditor on behalf of himself 
and of all other creditors of the association, against the shareholders 
thereof, in the United States district court for the district in which 
such association may have been located or established. 

Sec. 66 (U.S. R.S., sec. 5152). Persons holding stock as executors, 
administrators, guardians, or trustees, shall not be personally subject 
to any liabilities as stockholders; but the estates and funds in their 
hands shall be liable in like manner and to the same extent as the 
testator, intestate, ward, or person interested in such trust-funds would 
be, if livi ing and competent to act and hold the stock in his own name. 

Seo. 67. That any receiver of a national banking association is au- 
thorized, with the approval of the Comptroller of the C urrency and 
upon the order of a court of record of competent jurisdiction, to com- 
promise, either before or after judgment, the individual liability of 
any shareholder, of such association, 


DIRECTORS 


Sec. 71 (U.S. R. S., see. 5145). The affairs of each association 
shall be managed by a less than five directors, who shall be elected 
by the shareholders at a meeting to be held at any time before the 
association is authorized by the Comptroller of the Currency te com- 
mence the business of banking; and after ward at meetings to be 
held on such day in January of each year as is specified therefor in 
the articles of association. The directors shall hold office for one year, 
and until their successors are elected and have qualified. 

Sec. 71a (Banking Act of 1933, sec. 31, as amended by Banking Act 
of 1935, sec. 306). After one year from the date of enactment of this 
Act, notwithstanding any other provision of law, the board of directors, 
board of trustees, or other similar governing body of every national 
banking association and of ev ery State bank or trust company which 
is a member of the Federal Reserve System shall consist of not less 
than five nor more than twenty-five members. If any national banking 
association violates the provisions of this section and continues such 
violation after thirty days’ notice from the Comptroller of the Cur- 
rency, the said Comptroller may appoint a receiver or conservator 
therefor, in accordance with the provisions of existing law. If any 
State bank or trust company which is a member of the Federal Reserve 
System violates the provisions of this section and continues such viola- 
tion after thirty days’ notice from the Board of Governors of the 
Federal Reserve System, it shall be subject to the forfeiture of its 
membership in the Federal Reserve System in accordance with the 
provisions of section 9 of the Federal Reserve Act, as amended. 

Sec. 72. Every director must, during his whole term of service, be 
a citizen of the U nited States, and at least two-thirds of the directors 
must have resided in the State, Territory, or District in which the 
association is located, or w ithin one hundred miles of the location of 
the office of the association, for at least one year immediately preceding 
their election, and must be residents of such State or within a one- 
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hundred-mile territory of the location of the association during their 
continuance in office. Every director must own in his own right 
shares of the capital stock of the association of which he is a director 
the aggregate par value of which shall not be less than $1,000, unless 
the capital of the bank shall not exceed $25,000, in which case he must 
own in his own right shares of such capital stock the aggregate par 
value of which shall not be less than $500. Any director who ceases to 
be the owner of the required number of shares of the stock, or who 
becomes in any other manner disqualified, shall thereby vacate his 
place. 

Sec. 73 (U.S. R. S., sec. 5147). Each director, when appointed or 
elected, shall take an oath that he will, so far as the duty devolves on 
him, diligently and honestly administer the affairs of such association, 
and will not knowingly violate, or willingly permit to be violated, any 
of the provisions of this title, and that he is the owner in good faith, 
and in his own right, of the number of shares of stock required by this 
title, subscribed by him, or standing in his name on the books of the 
association, and that the same is not hypothecated, or in any way 
pledged, as security for any loan or debt. 

The oath shall be taken before a notary public, properly authorized 
and commissioned by the State in which he resides, or before any other 
officer having an official seal and authorized by the State to. administer 
oaths, except that the oath shall not be taken before any such notary 
public or other officer who is an officer of the director’s bank. The oath, 
subscribed by the director making it, and certified by the notary public 
or other officer before whom it is taken, shall be immediately trans- 
mitted to the Comptroller of the Currency and shall be filed and 
preserved in his office for a period of ten years. 

Src. 74 (U.S. R. S., sec. 5148). Any vacancy in the board shall be 
filled by appointment by the remaining directors, and any director so 
appointed shall hold his place until the next election. 

Sec. 75 (U.S. R. S., sec. 5149). If, from any cause, an election of 
directors is not made at the time appointed, the association shall not 
for that cause be dissolved, but an election may be held on any subse- 
quent day, thirty days’ notice thereof in all cases having been given in 
a newspaper published in the city, town, or county in which the asso- 
ciation is located, and if no newspaper is published in such city, town, 
or county, such notice shall be published in a newspaper published 
nearest thereto. If the articles of association do not fix the day on 
which the election shall be held, or if no election is held on the day 
fixed, the day for the election shall be designated by the board of 
directors in their by-laws, or otherwise; or if the directors fail to fix 
the day, shareholders representing two-thirds of the shares may do so. 

Src. 76 (U.S. R. S., sec. 5150). The president of the bank shall be 
a member of the board and shall be the chairman thereof, but the board 
may designate a director in lieu of the president to be chairman of the 
board, who shall perform such duties as may be designated by the 
board. 

Sec. 77 (Banking Act of 1933, sec. 30). Whenever, in the opinion 
of the Comptroller of the Currency, any director or officer of a national 
bank, or of a bank or trust company doing business in the District of 
Columbia, or whenever, in the opinion of a Federal reserve agent, any 
director or officer of a State member bank in his district shall have con- 
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tinued to violate any law relating to such bank or trust company or 
shall have continued unsafe or unsound practices in conducting the 
business of such bank or trust company, after having been warned by 
the Comptroller of the Currency or the Federal reserve agent, as the 
case may be, to discontinue such violations of law or such unsafe or wn- 
cout practices, the Comptroller of the Currency or the Federal re- 
serve agent, as the case may be, may certify the facts to the Board of 
Governors of the Federal Reserve System. In any such case the 
Board of Governors of the Federal Reserve System may cause notice 
to be served upon such director or officer to appear before such Board 
to show cause why he should not be removed from office. A copy of 
such order shall be sent to each director of the bank affected, by 
registered mail. If after granting the accused director or officer a rea- 
sonable opportunity to be heard, the Board of Governors of the Fed- 
eral Reserve System finds that he has continued to violate any law 
relating to such bank or trust company or has continued unsafe or un- 
sound practices in conducting the business of such bank or trust com- 
pany after having been warned by the Comptroller of the Currency or 
the Federal reserve agent to discontinue such violation of law or such 
unsafe or unsound practices, the Board of Governor of the Federal 
Reserve System, in its diseretion, may order that such director or 
officer be removed from office. A copy of such order shall be served 
upon such director or officer. A copy of such order shall also be served 
upon the bank of which he is a director or officer, whereupon such 
director or officer shall cease to be a director or officer of such bank: 
Provided, That such order and the findings of fact upon which it is 
based shall not be made public or disclosed to anyone except the di- 
rector or officer involved and the directors of the bank involved, other- 
wise than in connection with proceedings for a violation of this sec- 
tion. Any such director or officer removed from office as herein pro- 
vided who thereafter participates in any manner in the management 
of such bank shall be fined not more than $5,000, or imprisoned for 
not more than five years, or both, in the discretion of the court. 

Sro. 78 (Banking Act of 1933, sec. 32, as amended by Banking Act 
of 1935, sec. 307). No officer, director, or employee of any corporation 
or unincorporated association, no partner or employee of any partner- 
ship, and no individual, primarily engaged in the issue, flotation, 
underwriting, public sale, or distribution, at. wholesale or retail, or 
through syndicate participation, of stocks, bonds, or other similar 
securities, shall serve the same time as an officer, director, or employee 
of any member bank except in limited classes of cases in which the 
Board of Governors of the Federal Reserve System may allow such 
service by general regulations when in the judgment of the said Board 
it would not unduly influence the investment policies of such member 


bank or the advice it gives its customers regarding investments. 
POWERS AND DUTIES OF NATIONAL BANKS 


Sec. 81 (U. S. R. S., sec. 5190), The general business of each 


national banking association shall be transacted in the place specified 
in its organization certificate and in the branch or branches, if any, 


established or maintained by it in accordance with the provisions of 


section 5155 of the Revised Statutes, as amended by this Act. 
Sec. 82 (U.S. RB. S., sec. 5202; Federal Reserve Act, sec. 13, par. 9). 
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No national banking association shall at any time be indebted, or in 
any way liable, to an amount exceeding the amount of its capital stock 


at such time actually paid in and remaining undiminished by losses 


or otherwise, except oe account of demands of the nature following: 
First. Notes of circ culation. 


Second. Moneys deposited with or collected by the association. 

Third. Bills of exchange or drafts drawn against money actually 
on deposit to the credit of the association, or due thereto. 

Fourth. Liabilities to the stockholders of the association for divi- 
dends and reserve profits. 

Fifth. Liabilities incurred under the provisions of the Federal 
Reserve Act. 

Sixth. Liabilities incurred under the provisions of the Reconstruc- 
tion Finance Corporation Act. 

Seventh. Liabilities created by the endorsement of accepted bills of 
exchange payable abroad actually owned by the endorsing bank and 
discounted at home or abroad. 

Eighth. Liabilities incurred under the provisions of section 202 of 
Title II of the Federal Farm Loan Act, approved July 17, 1916, as 
amended by the Agricultural Credits Act of 1923. 

Ninth. Liabilities incurred on account of loans made with the 
express approval of the Comptroller of the Currency under paragraph 
(9) of section 5200 of the Revised Statutes, as amended. 

Tenth. Liabilities incurred under the provisions of section 13b of 
the Federal Reserve Act. 

Sec. 83 (U.S. R.S., sec. 5201). No association shall make any loan 
or discount on the security of the shares of its own capital stock, nor 
be the purchaser or holder of any such shares, unless such security or 
purchase shall be necessary to prevent loss upon a debt previously 
contracted in good faith; and stock so purchased or acquired shall, 
within six months from the time of its purchase, be sold or disposed 
of at public or private sale; or, in default thereof, a receiver may be 
appointed to close up the business of the association, according to 
section fiftv-two hundred and thirty-four. 

Sec. 84 (U.S. R. S., sec. 5200). The total obligations to any national 
banking association ‘of any person, copartnership, association, or 
cor poration shall at no time exceed 10 per centum of the amount of 
the capital stock of such association actually paid in and unimpaired 
and 10 per centum of its unimpaired surplus fund. The term “obli- 
gations” shall mean the direct liability of the maker or acceptor of 
paper discounted with or sold to such association and the liability of 
the endorser, drawer, or guarantor who obtains a loan from or dis- 
counts paper with or sells paper under his guaranty to such association 
and shall include in the case of obligations of a copartnership or asso- 
ciation the obligations of the several members thereof and shall 
include in the case of obligations of a corporation all obligations of 
all subsidiaries thereof in which such corporation owns or controls a 
majority interest. Such limitation of 10 per centum shall be subject 
to the following exceptions : 

(1) Obligations in the form of drafts or bills of exchange drawn in 
good faith against actually existing values shall not be subject under 
this section to any limitation based upon such capital and surplus. 

(2) Obligations arising out of the discount of commercial or busi- 
ness paper actually owned by the person, copartnership, association, 
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or corporation negotiating the same shall not be subject under this 
section to any limitation based upon such capital and surplus. 

(3) Obligations drawn in good faith against actually existing 
values and secured by goods or commodities in process of shipment 
shall not be subject under this section to any limitation based upon 
such capital and surplus, 

(4) Obligations as indorser or guarantor of notes, other than com- 
mercial or business paper excepted under (2) hereof, having a ma- 
turity of not more than six months, and owned by the person, corpora- 
tion, association, or copartnership indorsing and negotiating the same, 
shall be subject under this section to a limitation of 15 per centum 
ot such capital and surplus in addition to such 10 per centum of such 
capital and surplus. 

(5) Obligations in the form of bankers acceptances of other banks 
of the kind described in section 13 of the Federal Reserve Act shall 
not be subject under this section to any limitation based upon such 
capital and surplus. 

(6) Obligations of any person, copartnership, association or cor- 
poration, in the form of notes or drafts secured by shipping documents, 
warehouse receipts or other such documents transferring or securing 
title covering readily marketable nonperishable staples when such 
property is fully covered by insurance, if it is customary to insure 
such staples, shall be subject under this section to a limitation of 
15 per centum of such capital and surplus in addition to such 10 per 
centum of such capital and surplus when the market value of such 
staples securing such obligation is not at any time less than 115 per 
centum of the face amount of such obligation, and to an additional 
increase of limitation of 5 per centum of such capital and surplus in 
addition to such 25 per centum of such capital and surplus when the 
market value of such staples securing such additional obligations is not 
at any time less than 120 per centum of the face amount of such addi- 
tional obligation, and to a further additional increase of limitation of 
5 per centum of such capital and surplus in addition to such 30 per 
centum of such capital and surplus when the market value of such 
staples securing such additional obligation is not at any time less than 
125 per centum of the face amount of such additional obligation, and 
to a further additional increase of limitation of 5 per centum of such 
-apital and surplus in addition to such 35 per centum of such capital 
and surplus when the market value of such staples securing such addi- 
tional obligation is not at any time less than 130 per centum of the 
face amount of such additional obligation, and to a further additional 
increase of limitation of 5 per centum of such capital and surplus in 
addition to such 40 per centum of such capital and surplus when the 
market value of such staples securing such additional obligation is 
not at any time less than 135 per centum of the face amount of such 
additional obligation, and to a further additional increase of limita- 
tion of 5 per centum of such capital and surplus in addition to such 45 
per centum of such capital and surplus when the market value of 
such staples securing such additional obligation is not at any time 
less than 140 per centum of the face amount of such additional obli- 
gation, but this exception shall not apply to obligations of any one 
person, copartnership, association or corporation arising from the 
same transactions and/or secured upon the identical staples for more 
than ten months. 
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(7) Obligations of any person, copartnership, association, or cor- 
poration in the form of notes or drafts secured by shipping documents 
or instruments transferring or securing title covering livestock or 
giving a lien on livestock when the market value of the livestock 
securing the obligation is not at any time less than 115 per centum 
of the face amount of the notes covered by such documents shall be 
subject under this section to a limitation of 15 per centum of such 
capital and surplus in addition to such 10 per centum of such capital 
and surplus. 

(8) Obligations of any person, copartnership, association, or cor- 
poration in the form of notes secured by not less than a like amount 
of bonds or notes of the United States issued since April 24, 1917, or 
certificates of indebtedness of the United States, Treasury bills of the 
United States, or obligations fully guaranteed both as to principal and 
interest by the United States, shall (except to the extent permitted by 
rules and regulations prescribed by the Comptroller of the Currency, 
with the approval of the Secretary of the Treasury) be subject under 
this section to a limitation of 15 per centum of such capital and sur- 
plus in addition to such 10 per centum of such capital and surplus. 

(9) Obligations representing loans to any national banking asso- 
ciation or to any banking institution organized under the laws of any 
State, or to any receiver, conservator, or superintendent of banks, or 
to any other agent, in charge of the business and property of any such 
association or banking institution, when such loans are approved by 
the Comptroller of the Currency, shall not be subject under this sec- 
tion to any limitation based upon such capital and surplus. 

(10) Obligations shall not be subject under this section to an 
limitation based upon such capital and surplus to the extent that oak 
obligations are secured or covered by guaranties, or by commitments 
or agreements to take over or to purchase, made by any Federal Reserve 
bank or by the United States or any department, bureau, board, com- 
mission, or establishment of the United States, including any corpo- 
ration wholly owned directly or indirectly by the United States: Pro- 
vided, That such guaranties, agreements, or commitments are uncon- 
ditional and must be performed by payment of cash or its equivalent 
within sixty days after demand. The Comptroller of the Currency is 
hereby authorized to define the terms herein used if and when he may 
deem it necessary. 

(11) Obligations of a local public agency (as defined in section 
110(h) of the Housing Act of 1949) or of a public housing agency 
(as defined in the United States Housing Act of 1937, as amended) 
which have a maturity of not more than eighteen months shall not be 
subject under this section to any limitation, if such obligations are 
secured by an agreement between the obligor agency and the Housing 
and Home Finance Administrator or the Public Housing Administra- 
tion in which the agency agrees to borrow from the Administrator or 
Administration, and the Administrator or Administration agrees to 
lend to the agency, prior to the maturity of such obligations, monies in 
an amount which (together with any other monies irrevocably com- 
mitted to the payment of interest on such obligations) will suffice to 
pay the principal of such obligations with interest to maturity, which 
monies under the terms of said agreement are required to be used for 
that purpose. 
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Src. 85. (U.S. R. S., sec. 5197). Any association may take, receive, 
reserve, and charge on any loan or discount made, or upon any notes, 
bills of exchange, or other evidences of debt, interest at the rate al- 
lowed by the laws of the State, Territory, or District where the bank 
is located, or at a rate of 1 per centum in excess of the discount rate on 
ninety-day commercial paper in effect at the Federal reserve bank in 
the Federal reserve district where the bank is located, whichever may 
be the greater, and no more, except that where by the laws of any State 
a different rate is limited for banks organized under State laws, the 
rate so limited shall be allowed for associations organized or existing 
in any such State under this title. When no rate is fixed by the laws of 
the State, or Territory, or District, the bank may take, receive, reserve, 
or charge a rate not exceeding 7 per centum, or 1 per centum in excess 
of the discount rate on ninety-day commercial paper in effect at the 
Federal reserve bank in the Federal reserve district where the bank 
is located, whichever may be the greater, and such interest may be 
taken in advance, reckoning the days for which the note, bill, or other 
evidence of debt hastorun. The maximum amount of interest or dis- 
count to be charged at a branch of an association located outside of 
the States of the United States and the District of Columbia shall be 
at the rate allowed by the laws of the country, territory, dependency, 
province, dominion, insular possession, or other political subdivision 
where the branch is lecated. And the purchase, Tioceenin or sale of a 
bona fide bill of exchange, payable at another place than the place of 
such purchase, discount, or sale, at not more than the current rate of 
exchange for sight-drafts in addition to the interest, shall not be con- 
sidered as taking or receiving a greater rate of interest. 

Sec. 86 (U.S. R. S., sec. 5198). The taking, receiving, reserving, or 
charging a rate of interest greater than is allowed by the preceding 
section, when knowingly done, shall be deemed a forfeiture of the 
entire interest which the note, bill, or other evidence of debt carries 
with it, or which has been agreed to be paid thereon. In case the 
greater rate of interest has been paid, the person by whom it has been 
paid, or his legal representatives, may recover back, in an action in 
the nature of an action of debt, twice the amount of the interest thus 
paid from the association taking or receiving the same; provided such 
action is commenced within two years from the time the usurious 
transaction occurred. * * * 

Sec. 87 (U.S. R. S., sec. 5203). No association shall, either directly 
or indirectly, pledge or hypothecate any of its notes or circulation, for 
the purpose of procuring money to be paid in on its capital stock, or 
to be used in its banking operations, or otherwise; nor shall any 
association use its circulating notes, or any part thereof, in any 
manner or form, to create or increase its capital stock. 

Sec. 88 (U.S. R.S., sec. 5206). No association shall at any time pay 
out on loans or discounts, or in purchasing drafts or bills of exchange, 
or in payment of deposits, or in any other mode pay or put in circula- 
tion, the notes of any bank or banking association which are not, at 
any such time, receivable, at par, on deposit, and in payment of debts 
by the association so paying out or circulating such notes, nor shall 
any association knowingly pay out or put in circulation any notes 
issued by any bank or banking association which at the time of such 
paying out or putting in circulation is not redeeming its circulating 
notes in lawful money of the United States. 
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Sec. 89 (U.S. R. S., sec. 5196). Every national banking association 
formed or existing under this Title shall take and receive at par, for 
any debt or liability to it, any and all notes or bills issued by any law- 
fully organized national banking association. But this provision shall 
not apply to any association organized for the purpose of issuing 
notes payable in gold. 

Src. 90 (U.S. R. S., sec. 5153). All national banking associations, 
designated for that purpose by the Secretary of the Treasury, shall be 
depositaries of public money, under such regulations as may be pre- 
scribed by the Secretary; and they may also be employed as financial 
agents of the Government; and they shall perform all such reasonable 
duties, as depositaries of ‘public money and financial agents of the 
Government, as may be required of them. The Secretary of the Treas- 
ury shal} require the associations thus designated to give satisfactory 
security, by the deposit of United States bonds and otherwise, for the 
safe-keeping and prompt payment of the public money deposited with 
them, and for the faithful performance of their duties as financial 
agents of the Government: Provided, That the Secretary shall, on or 
before the first of January of each year, make a public statement of 
the securities required during that year for such deposits.. And every 
association so designated as receiver or depositary of the public money 
shall take and receive at par all of the national currency bills, by what- 
ever association issued, which have been paid into the Government for 
internal revenue, or for loans or stocks: Provided, That the Secretary 
of the Treasury shall distribute the deposits herein provided for, as 
far as practicable, equitably between the different States and sections. 

Any national banking association may, upon the deposit with it of 
any funds by any State or political subdivision thereof or any agency 
or other governmental instrumentality of one or more States or polit- 
ical subdivisions thereof, including any officer, employee, or agent 
thereof in his official capacity, give security for the safekeeping and 
prompt payment of the funds so deposited to the same extent and of 
the same kind as is authorized by the law of the State in which such 
association is located in the case of other banking institutions in the 
State. 

Sec. 91 (U.S. R. S., sec. 5242). All transfers of the notes, bonds, 
bills of exchange, or other evidences of debt owing to any national 
banking association, or of deposits to its credit; all assignments of 
mortgages, sureties on real estate, or of judgments or decrees in its 
favor; all deposits of money, bullion, or other valuable thing for its 
use, or for the use of any of its shareholders or creditors; and all pay- 
ments of money to either, made after the commission of an act of in- 
solvency, or in contemplation thereof, made with a view to prevent 
the application of its assets in the manner prescribed by this chapter, 
or with a view to the preference of one creditor to another, except in 
payment of its circulating notes, shall be utterly null and void; and 
no attachment, injunction, or execution, shall be issued against such 
association or its property before final judgment in any suit, action, or 
proceeding, in any State, county, or municipal court. 

Src. 92 (Federal Reserve Act, sec. 13, par. 11). That in addition to 
the powers now vested by law in national banking associations organ- 
ized under the laws of the United States any such association lo- 
cated and doing business in any place the population of which does 
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not exceed five thousand inhabitants, as shown by the last preceding 
decennial census, may, under such rules and regulations as may be 
prescribed by the Comptroller of the Currency, act as the agent for any 
fire, life, or other insurance company authorized by the authorities 
of the State in which said bank is located to do business in said State, 
by soliciting and selling insurance and collecting premiums on policies 
issued by such company ; and may receive for services so rendered such 
fees or commissions as may be agreed upon between the said association 
and the insurance company for which it may act as agent; and may also 
act as the broker or agent for others in making or procuring loans on 
real estate located within one hundred miles of the place in which said 
bank may be located, receiving for such services a reasonable fee or 
commission: Provided, however, That no such bank shall in any case 
guarantee either the principal or interest of any such loans or assume 
or guarantee the payment of any premium on insurance policies issued 
through its agency by its principal: And provided further, That the 
bank shall not guarantee the truth of any statement made by an assured 
in filing his application for insurance. 

Sec. 93 (U.S. R.S., sec. 5239). If the directors of any national bank- 
ing association shall knowingly violate, or knowingly permit any of 
the officers, agents, or servants of the association to violate any of the 
provisions of this Title, all the rights, privileges, and franchises of 
the association shall be thereby forfeited. Such violation shall, 
however, be determined and adjudged by a proper circuit, district, or 
Territorial court of the United States, in a suit brought for that pur- 
pose by the Comptroller of the Currency, in his own name, before the 
association shall be declared dissolved. And in cases of such violation, 
every director who participated in or assented to the same shall be held 
liable in his personal and individual capacity for all damages which 
the association, its shareholders, or any other person, shall have sus- 
tained in consequence of such violation. 

Sec. 94 (U.S. R.S., sec. 5198). That suits, actions, and proceedings 
against any association under this title may be had in any circuit, 
district, or territorial court of the United States held within the dis- 
trict in which such association may be established, or in any State, 
county, or municipal court in the county or city in which said associa- 
tion is located having jurisdiction in similar cases. 

Sec. 95. In order to provide for the safer and more effective opera- 
tion of the National Banking System and the Federal Reserve System, 
to preserve for the people the full benefits of the currency provided for 
by the Congress through the National Banking System and the Fed- 
eral Reserve System, and to relieve interstate commerce of the burdens 
and obstructions resulting from the receipt on an unsound or unsafe 
basis of deposits subject to withdrawal by check, during such emer- 
gency period as the President of the United States by proclamation 
may prescribe, no member bank of the Federal Reserve System shall 
transact any banking business except to such extent and subject. to such 
regulations, limitations and restrictions as may be prescribed by the 
Secretary of the Treasury, with the approval of the President. Any 
individual, partnership, corporation, or association, or any director, 
officer or employee thereof, violating any of the provisions of this sec- 
tion shall be deemed guilty of a misdemeanor and, upon conviction 
thereof, shall be fined not more than $10,000 or, if a natural person, 
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may, in addition to such fine, be imprisoned for a term not exceeding 
‘ten years. Each day that any such violation continues shall be deemed 
a separate offense. 

Sec. 95a. (1) During the time of war or during any other period 
of national emergency declared by the President, the President may, 
through any agency that he may designate, or otherwise, and under 
such rules and regulations as he may prescribe, by means of instruc- 
tions, license, or otherwise— 

(A) investigate, regulate, or prohibit, any transactions in for- 
eign exchange, transfers of credit or payments between, by, 
through, or to any banking institution, and the importing, export- 
ing, hoarding, melting, or earmarking of gold or silver coin or 
bullion, currency or securities, and 

(B) investigate, regulate, direct and compel, nullify, void, pre- 
vent or prohibit, any acquisition, holding, withholding, use, trans- 
fer, withdrawal, transportation, importation or exportation of, or 
dealing in, or exercising any right, power, or privilege with re- 
spect to, or transactions involving, any property in which any for- 
elgn country or a national thereof has any interest, 

by any person, or with respect to any property, subject to the juris- 
diction of the United States; and any property or interest of any 
foreign country or national thereof shall vest, when, as, and upon 
the terms, directed by the President, in such agency or person as 
may be designated from time to time by the President, and upon such 
terms and conditions as the President may prescribe such interest 
or property shall be held, used, administered, liquidated, sold, or 
otherwise dealt with in the interest of and for the benefit of the United 
States, and such designated agency or person may perform any and 
all acts incident to the accomplishment or furtherance of these pur- 
poses; and the President shall, in the manner hereinabove provided, 
require any person to keep a full record of, and to furnish under 
oath, in the form of reports or otherwise, complete information relative 
to any act or transaction referred to in this subdivision either before, 
during, or after the completion thereof, or relative to any interest 
in foreign property, or relative to any property in which any foreign 
country or any national thereof has or has had any interest, or as may 
be otherwise necessary to enforce the provisions of this subdivision, 
and in any case in which a report could be required, the President may, 
in the manner hereinabove provided, require the production, or if 
necessary to the national security or defense, the seizure, of any books 
of accounts, records, contracts, letters, memoranda, or other papers, in 
the custody or control of such person; and the President may, in the 
manner hereinabove provided, take other and further measures not 
inconsistent herewith for the enforcement of this subdivision. 

(2) Any payment, conveyance, transfer, assignment, or delivery 
of property or interest therein, made to or for the account of the 
United States, or as otherwise directed, pursuant to this subdivision 
or any rule, regulation, instruction, or direction issued hereunder 
shall to the extent thereof be a full acquittance and discharge for all 
purposes of the obligation of the person making the same; and no 
person shall be held liable in any court for or in respect to anything 
done or omitted in good faith in connection with the administration 
of, or in pursuance of and in reliance on, this subdivision, or any rule, 
regulation, instruction, or direction issued hereunder. 
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(3) As used in this subdivision the term “United States” means 
the United States and any place subject to the jurisdiction thereof, 
including the Philippine Islands, and the several courts of first instance 
of the Commonwealth of the Philippine Islands shall have jurisdiction 
in all cases, civil or criminal, arising under this subdivision in the 
Philippine Islands and concurrent jurisdiction with the district courts 
of the Unted States of all cases, civil or criminal, arising upon the high 
seas: Provided, however, That the foregoing shall not be construed 
as a limitation upon the power of the President, which is hereby con- 
ferred, to prescribe from time to time, definitions, not inconsistent with 
the purposes of this subdivision, for any or all of the terms used in 
this subdivision. Whoever willfully vieleana any of the provisions of 
this subdivision or of any license, order, rule or regulation issued 
thereunder, shall, upon conviction, be fined not more than $10,000, or, 
if a natural person, may be imprisoned for not more than ten years, 
or both; and any officer, director, or agent of any corporation who 
knowingly participates in such violation may be punished by a like 
fine, imprisonment, or both. As used in this subdivision the term 
“person” means an individual, partnership, association, or corporation. 

Sec. 95b (Emergency Banking Act, sec. 1). The actions, regulations, 
rules, licenses, orders, and proclamations heretofore or hereafter 
taken, promulgated, made, or issued by the President of the United 
States or the Secretary of the Treasury since March 4, 1933, pursuant 
to the authority conferred by subdivision (b) of section 5 of the Act 
of October 6, 1917, as amended, are hereby approved and confirmed. 


OBTAINING AND ISSUING CIRCULATING NOTES 


Sec. 101. That upon the deposit with the Treasurer of the Unitea 
States, by any national banking association, of any bonds of the United 
States in the manner provided by existing law, such association shall be 
entitled to receive from the Comptroller of the Currency circulating 
notes in blank, registered and countersigned as provided by law, equal 
in amount to the par value of the bonds so deposited ; and any national 
banking associations now having bonds on depodit for the security of 
circulating notes, and upon which an amount of circulating notes has 
been issued less than the par value of the bonds, shall be entitled, upon 
due application to the Comptroller of the Currency, to receive addi- 
tional circulating notes in blank to an amount which will increase the 
circulating notes held by such association to the par value of the bonds 
<leposited, such additional notes to be held and treated in the same way 
as circulating notes of national banking associations heretofore issued, 
and subject to all the provisions of law affecting such notes: Provided, 
That nothing herein contained shall be construed to modify or repeal 
the provision of section fifty-one hundred and sixty-seven of the Re- 
vised Statutes of the United States, authorizing the Comptroller of the 
Currency to require additional deposits of bonds or of lawful money in 
case the market value of the bonds held to secure the circulating notes 
shall fall below the par value of the circulating notes outstanding for 
which such bonds may be deposited as security: And provided further, 
That the circulating notes furnished to national banking associations 
under the provisions of this Act shall be of the denominations pre- 
scribed by law: And provided further, That the total amount of such 
notes issued to any such association may equal at any time but shall not 
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exceed the amount at such time of its capital stock actually paid in: 
And provided further, That under regulations to be prescribed by 
the Secretary of the Treasury any national banking association may 
substitute the two per centum bonds issued under the provisions of this 
‘ Act for any of the bends deposited with the Treasurer to secure circu- 
lation or to secure deposits of public money; and so much of an Act 
entitled “An Act to enable national banking associations to extend their 
corporate existence, 2nd for other purposes,” approved July twelfth, 
eighteen hundred and eighty-two, as prohibits any national bank which 
makes any deposit of lawful money in order to withdraw its circulating 
notes from receiving any increase of its circulation for the period of six 
months from the time it made such deposit of lawful moneys for the 
purpose aforesaid, is hereby repealed, and all other Acts or parts of 
Acts inconsistent with the provisions of this section are hereby re- 
pealed. 

Sec. 10la (U.S. R. S., see. 5159). Any national banking associa- 
tion after having complied with the provisions of this chapter desiring 
to issue circulating notes shall transfer and deliver to the Treasurer 
of the United States, United States registered bonds, Consols. of 1930, 
or United States registered 2 per centum Panama Canal bonds, in an 
amount not in excess of the paid-in capital stock of the national 
banking association. Such bonds shall be received by the Treasurer 
upon deposit and shall be by him safely kept in his office until they 
shall be otherwise disposed of in pursuance of the provisions of this 
chapter. 

Sec. 102 (U.S. R.S., sec. 5158). The term “United States bonds,” as 
used throughout this chapter, shall be construed to mean registered 
bonds of the United States. 

Sec. 103. That from and after the passage of this Act any national 
banking association, upon compliance with the provisions of law 
applicable thereto, shall be entitled to receive from the Comptroller of 
the Currency, or to issue or reissue, or place in circulation notes in de- 
nominations of $1, $2, $5, $10, $20, $50, and $100 in such proportion 
as to each of said denominations as the bank may elect : Provided, how- 
ever, That no bank shall receive or have in circulation at any one time 
more than $25,000 in notes of the denominations of $1 and $2. 

Src. 104 (U.S. R. S., see. 5172). That in order to furnish suitable 
notes for circulation, the Comptroller of the Currency shall, under 
the direction of the Secretary of the Treasury, cause plates and dies 
to be engraved, in the best manner to guard against counterfeiting 
and fraudulent alterations, and shall have printed therefrom and 
numbered such quantity of circulating notes in blank, or bearing en- 
graved signatures of officers as herein provided, of the denominations 
of $1, $2, $5, $10, $20, $50, $100, $500, and $1,000, as may be required 
to supply the associations entitled to receive the same. Such notes 
shall express upon their face that they are secured by United States 
bonds deposited with the Treasurer of the United States, by the writ- 
ten or engraved signatures of the Treasurer and Register, and by 
the imprint of the seal of the Treasury; «and shall also express upon 
their face the promise of the association receiving the same to pay on 
demand, attested by the written or engraved signatures of the presi- 
dent or vice president and cashier; and shall bear such devices and 
such other statements and shall be in such form as the Secretary of 
the Treasury shall, by regulation, direct. 
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Ssc. 105. That the Comptroller of the Currency shall, under such 
rules and regulations as the Secretary of the Treasury may prescribe, 
cause the charter-numbers of the association to be printed upon all 
national-bank notes which may be hereafter issued by him. 

Src. 106. * * * That the national-bank notes shall be printed un- 
der the direction of the Secretary of the Treasury, and upon the dis- 
tinetive or special paper which has been, or may hereafter be, adopted 
by hum for printing United States notes. 

Sec. 107 (U. S. R. S., 5173). The plates and special dies to be 
procured by the Comptroller of the Currency for the aati of such 
circulating notes shall remain under his control and direction, and 
the expenses necessarily incurred in executing the laws respecting the 
procuring of such notes, and all other expenses of the Bureau of the 
Currency, shall be paid out of the proceeds of the taxes or duties 
assessed and collected on the circulation of national banking associa- 
tions under this Title. 

Sec. 108 (U.S. R. S., sec. 5174). The Comptroller of the Currency 
shall cause to be examined, each year, the plates, dies, bed pieces, and 
other material from which the national-bank circulation is printed, 
in whole or in part, and file in his Office annually a correct list of 
the same. Such material as shall have been used in the printing of the 
notes of associations which are in liquidation, or have closed business, 
shall be destroyed under such regulations as shall be prescribed by the 
Comptroller of the Currency and approved by the Secretary of the 
Treasury. The expenses of any such examination or destruction shall 
be paid out of any appropriation made by Congress for the special 
examination of national banks and bank-note plates. 

_ Sec. 109 (U.S. R. S., sec. 5182). Any association receiving circula- 
ting notes under this title may, if its promise to pay such notes on 
demand is expressed thereon attested by the written or engraved sig- 
natures of the president or vice president and the cashier thereof in 
such manner as to make them obligatory promissory notes payable on 
demand at its place of business, issue, and circulate the same as money. 
Such written or engraved signatures of the president or vice president 
and the cashier of such association may be attached to such notes either 
before or after the receipt of such notes by such association. And such 
notes shall be received at par in all parts of the United States in pay- 
ment of taxes, excises, public lands, and all other dues to the United 
States, except duties on imports; and also for all salaries and other 
debts and demands owing by the United States to individuals, corpora- 
tions, and associations within the United States, except interest on 
the public debt, and in redemption of the national currency. 

Src. 110 (U. S. R. S., sec. 5183). No national banking association 
shall issue post notes or any other notes to circulate as money than such 
as are authorized by the provisions of this Title. 


REDEMPTION AND REPLACEMENT OF CIRCULATING NOTES 


Src. 121, That every association organized, or to be organized, under 
the provisions of the said act, and of the several acts amendatory there- 
of, shall at all times keep and have on deposit in the Treasury of the 
United States, in lawful money of the United States, a sum equal to 
five per centum of its circulation, to be held and used for the redemp- 
tion of such circulation; and when the circulating notes of any such 
82876—56——_4 
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associations, assorted or unassorted, shall be presented for redemption, 
in sums of one thousand doilars, or any multiple thereof, to the Treas- 
urer of the United States, the same shall be redeemed in United States 
notes. All notes so redeemed shall be charged by the Treasurer of the 
United States to the respective associations issuing the same, and he 
shall notify them severally, on the first day of each month, or oftener, 
at his discretion, of the amount of such redemptions; and whenever 
such redemptions for any association shall amount to the sum of five 
hundred dollars, such association so notified shall forthwith deposit 
with the Treasurer of the United States a sum in United States notes 
equal to the amount of its circulating notes so redeemed. And all 
notes of national banks worn, defaced, mutilated, or otherwise unfit 
for circulation shall, when received by any assistant treasurer, or at 
any designated depository of the United States, be forwarded to the 
Treasurer of the United States for redemption as provided herein. 
And when such redemptions have been so reimbursed, the circulating 
notes so redeemed shall be forwarded to the respective associations b 
which they were issued; but if any of such notes are worn, mutilated, 
defaced, or rendered otherwise unfit for use, they shall be forwarded to 
the Comptroller of the Currency and destroyed and replaced as now 
provided by law: Provided, That each of said associations shall reim- 
burse to the Treasury the charges for transportation, and the costs for 
assorting such notes; and the associations hereafter organized shall 
also severally reimburse to the Treasury the cost of engraving such 
plates as shall be ordered by each association respectively; and the 
amount assessed upon each association shall be in proportion to the 
circulation redeemed, and be charged to the fund on deposit with the 
Treasurer: And provided further, That so much of section thirty-two 
of said national-bank act requiring or permitting the redemption of 
its circulating notes elsewhere than at its own counter except as pro- 
vided for in this section, is hereby repealed. 

Sec. 121a. That whenever any national-bank notes, Federal Reserve 
bank notes, or Federal Reserve notes are presented to the Treasurer of 
the United States for redemption and such notes cannot be identified 
as to the bank of issue or the bank through which issued, the Treasurer 
of the United States may redeem such notes under such rules and regu- 
lations as the Secretary of the Treasury may prescribe, and the notes 
so redeemed shall be forwarded to the Comptroller of the Currency 
for cancelation and destruction. 

Src. 122. That upon the passage of this act the balances standing 
with the Treasurer of the United States to the respective credits of 
national banks for deposits made to redeem the circulating notes of 
such banks, and all deposits thereafter received for like purpose, shall 
be covered into the Treasury as a miscellaneous receipt, and the Treas- 
ury of the United States shall redeem from the general cash in the 
Treasury the circulating notes of said banks which may come into his 
possession subject to redemption; and upon the certificate of the 
Comptroller of the Currency that such notes have been received by 
him and that they have been destroyed and that no new notes will be 
issued in their place, reimbursement of their amount shall be made 
to the Treasurer, under such regulations as the Secretary of the 
Treasury may prescribe, from an appropriation hereby created, to be 
known as “national-bank notes: Redemption account,” but the provi- 
sions of this act shall not apply to the deposits received under section 
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three of the act of June twentieth, eighteen hundred and seventy-four, 
requiring every National bank to keep in lawful money with the Treas- 
urer of the United States a sum equal to five per centum of its circula- 
tion, to be held and used for the redemption of its circulating notes; 
and the balance remaining of the deposits so covered shall, at the close 
of each month, be reported on the monthly public debt statement as 
debt of the United States bearing no interest. 

Sec. 122a. National-bank notes and Federal Reserve bank notes 
redeemed by the Treasurer of the United States under this Act shall 
be charged against the balance of deposits for the retirement of 
national-bank notes and Federal Reserve bank notes under the provi- 
sions of section 6 of the Act entitled “An Act directing the purchase 
of silver bullion and the issue of Treasury notes thereon, and Pde other 
purposes,” approved July 14, 1890 (U.S. C., title 12, sec. 122), and 
section 18 of the Federal Reserve Act (U.S. C., title 12, sec. 445) ; and 
charges for Federal Reserve notes redeemed by the Treasurer of the 
United States under this Act shall be apportioned among the twelve 
Federal Reserve banks in proportion to the amount of Federal Reserve 
notes of each Federal Reserve bank in circulation on the 3ist day of 
December of the year preceding the date of redemption, and the 
amount so apportioned to each bank shall be charged by the Treasurer 
of the United States against deposit in the gold-redemption fund 
made by such bank or its Federal Reserve agent. 

Sec. 123. Every national banking association shall redeem its circu- 
lating notes at its own counter, at par, in lawful money on demand. 

Sec. 124 (U.S. R.S., sec. 5184). It shall be the duty of the Comp- 
troller of the Currency to receive worn-out or mutilated circulating 
notes issued by any banking association, and also, on due peasy of the 
destruction of any such circulating notes, to deliver in place thereof 
to the association other blank circulating notes to an equal amount. 
Such worn-out or mutilated notes, after a memorandum has been en- 
tered in the proper books, in accordance with such regulations as may 
be established by the Comptroller, as well as all circulating notes which 
may have been paid or surrendered to be canceled, shall be burned to 
ashes in presence of four persons, one to be appointed by the Secretary 
of the Treasury, one by the Comptroller of the Currency, one by the 
Treasurer of the United States, and one by the association, under such 
regulations as the Secretary of the Treasury may prescribe. A cer- 

oan ‘ .° ’ ci 

tificate of such burning, signed by the parties so appointed, shall be 
made in the books of the Comptroller, and a duplicate thereof for- 
warded to the association whose notes are thus canceled. 

Sec. 125. That the provisions of the Revised Statutes of the United 
States, providing for the redemption of national bank notes, shall 
apply to all national bank notes that have been or may be issued to, or 
received by, any national bank, notwithstanding such notes may have 
been lost by or stolen from the bank, and put in circulation without the 
signature or upon the forged signature of the president or vice presi- 
dent and cashier. 

Sec. 126. * * * And it shall be the duty of the Treasurer, assistant 
treasurers, designated depositaries, and national bank depositaries of 
the United States, * * * to assort and return to the Treasury for re- 
demption the notes of such associations * * * as have failed, or gone 
into voluntary liquidation for the purpose of winding up their affairs, 
and of such as shall hereafter so fail or go into liquidation. 
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Sec. 127. That to carry into effect the provisions of section three of 
the act entitled “An act fixing the amount of United States notes, pro- 
viding for a redistribution of the national-bank currency, and for oth- 
er purposes”, approved June twentieth, eighteen hundred and seventy- 
four, the Secretary of the Treasury is authorized to appoint the follow- 
ing force, to be employed under his direction, namely : In the Office of 
the Treasurer: * * * In the Office of the Comptroller of the Cur- 
rency * * * And attheend of each month, the Secretary of the Treas- 
ury shall reimburse the Treasury to the full amount paid out under 
the provisions of this section by transfer of said amount from the de- 
posit of the national banking associations with the Treasury of the 
United States; and at the end of each fiscal year he shall transfer from 
said deposit to the Treasury of the United States such sum as may have 
been actually expended under his direction for stationery, rent, fuel, 
light, and other necessary incidental expenses which have been in- 
curred in carrying into effect the provisions of the said section of the 
above-named act. 


FAILURE OF BANK TO REDEEM CIRCULATING NOTES 


Sec. 131 (U.S. R. S., sec. a Whenever any national banking 
association fails to redeem in the lawful money of the United States, 
any of its circulating notes, upon demand of payment duly made 
during the usual hours of business, at the office of such association, or 
at its designated place of redemption, the holder may cause the same 
to be protested, in one package, by a notary public, unless the presi- 
dent or cashier of the association whose notes are presented for pay- 
ment, or the president or cashier of the association at the place at 
which they are redeemable offers to waive demand and notice of the 
protest, and, in pursuance of such offer, makes, signs, and delivers to 
the party making such demand an admission in writing, stating the 
time of the demand, the amount demanded, and the fact of the non- 
payment thereof. The notary public, on making such protest, or upon 
receiving such admission, shall forthwith forward such admission or 
notice of protest to the Comptroller of the Currency, retaining a copy 
thereof. If, however, satisfactory proof is produced to the notary 
public that the payment of the notes demanded is restrained by order 
of any court of competent jurisdiction, he shall not protest the same. 
When the helder of any notes causes more than one note or package 
to be protested on the same day, he shall not receive pay for more 
than one protest. 

Sec. 132 (U.S. R. S., sec. 5227). On receiving notice that any na- 
tional banking association has failed to redeem any of its circulating 
notes, as specified in the preceding section, the Comptroller of the 
Currency, with the concurrence of the Secretary of the Treasury, may 
appoint a special agent, of whose appointment immediate notice shall 
be given to such association, who shall immediately proceed to ascer- 
tain whether it has refused to pay its circulating notes in‘ the lawful 
money of the United States, when demanded, and shall report to the 
Comptroller the fact so ascertained. If, from such protest, and the 
report so made, the Comptroller is satisfied that such association has 
refused to pay its circulating notes and is in default, he shall, within 
thirty days after he has received notice of such failure, declare the 
bonds deposited by such association forfeited to the United States, and 
they shall thereupon be so forfeited. 
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Sec. 133 (U.S. R.S., see. 5228). After a default on the part of a 
association to pay any of its circulating notes has been ascertained by 
the C erie and notice thereof has been given by him to the 
association, it shall not be lawful for the association suffering the 
same to pay out any of its notes, discount any notes or bills, or other- 
wise prosecute the business of banking, except to receive and safely 
keep money belonging to it, and to deliver special deposits. 

Sec. 134 (U.S. S.R. S., sec. 5929). Immediately upon declaring the 
bonds of an association forfeited for nonpayment of its notes, the 
Comptroller shall give notice, in such manner as the Secretary of the 
Treasury shall, by general rules or otherwise, direct, to the holders of 
the circulating notes of such assoc lation, to present them for payment 
at the Treasury of the United States; and the same shall be paid as 
presented in lawful money of the United States; whereupon the 
Comptroller may, in his discretion, cancel an amount of bonds pledged 
by such association equal at current market rates, not exceeding par, 
to the oat paid. 

Sec. 135 (U.S. R.S., sec. 5232). The Secretary of the ‘Treasury may, 
from time to time, m: tke such regulations respecting the disposition 
to be made of circulating notes after presentation at the Treasury of 
the United States for payment, and respecting the perpetuation of the 
evidence of the payment thereof, as may seem to him proper. 

Sec. 136. All notes of national banking associations presented at the 
Treasury of the United States for payment shall, on being paid, be 
canceled. 

Sec. 137 (U.S S., sec. 5230). Whenever the Comptroller has 
become satisfied, ee th protest or the waiver and admission specified 
in section fifty-two hundred and twenty-six, or by the report provided 
for in section fifty-two hundred and twenty-seven, that any association 
has refused to pay its circulating notes, he may, instead of canceling 
its bonds, cause so much of them as may be necessary to redeem its 
outstanding notes to be sold at public auction in the city of New 
York, after giving thirty days’ notice of such sale to the association. 
For any deficiency in the proceeds of all the bonds of an associa- 
tion, when thus sold, to reimburse to the United States the amount 
expended in paying the ci irculating notes of the association, the United 
States shall have a paramount lien upon all its assets; and such defi- 
ciency shall be made good out of such assets in preference to any and 
all other claims whatsoever, except the necessary costs and expenses 
of administering the s same. 

Sec. 138 (U. S.R.S ., Sec. 5231). The Comptroller may, if he deems 
it for the interest of the United States, sell at private s sale any of the 
bonds of an association shown to have made default in paying its notes, 
and receive therefor either money or the circulating notes of the asso- 
ciation. But no such bonds shall be sold by private sale for less than 
par, nor for less than the market value thereof at the time of sale; and 
no sales of any such bonds, either public or private, shall be complete 
until the transfer of the bonds shall have been made with the formal- 
ities prescribed by sections fifty-one hundred and sixty-two, fifty-two 
hundred and sixty-three, and fifty-one hundred and sixty-four. 


LAWFUL RESERVES 


Src. 143. Every national banking association located in Alaska or 
in a dependency or insular possession or any part of the United 
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States outside of the continental United States, and not a member 
of the Federal Reserve System, shall at all times have on hand in law- 
ful money of the United States an amount equal to at least 15 per- 
centum of the aggregate amount of its deposits in all respects. When- 
ever the lawful money of any such association shall fall below 15 per- 
centum of its deposits such association shall not increase its liabilities 
by making any new loans or discounts other than by discounting or 
purchasing bills of exchange payable at sight nor make any dividends 
of its profits until the required proportion between the aggregate 
amount of its deposits and its lawful money of the United States 
has been restored. And the Comptroller of the Currency shall notify 
any such association whose lawful money reserve shall be below the 
amount required to be kept on hand to make good such reserve, and 
if such association shall fail for thirty days thereafter so to make good 
its lawful money the Comptroller may, with the concurrence of the 
Secretary of the Treasury, »point a receiver to wind up the business 
of the association as prov ved in section fifty-two hundred and thirty- 
four. 

Sec. 144. Four-fifths of the reserve of 15 percentum which a na- 
tional bank located in Alaska or in a dependency or insular possession 
or any part of the United States outside of the continental United 
States, and not a member of the Federal Reserve System, is required 
to keep, may consist of balances due such bank from associations ap- 
proved by the Comptroller of the Currency and located in any one of 
the central reserve or reserve cities as now or hereafter defined by law 
or designated by the Board of Governors of the Federal Reserve 
System. 

ASSOCIATIONS TO ISSUE GOLD NOTES 


Sec. 151 (U. S. R. S., sec. 5185). Associations may be organized 
in the manner prescribed by this Title for the purpose of issuin 
notes payable in gold ; and upon the deposit of any United States bonds 
bearing interest payable in gold with the Treasurer of the United 
States, in the manner prescribed for other associations, it shall be law- 
ful for the Comptroller of the Currency to issue to the association mak- 
ing the deposit circulating notes of different denominations, but none 
of them less than five dollars, and not exceeding in amount eighty per 
centum of the par value of the bonds deposited, which shall express 
the promise of the association to pay them, upon presentation at the 
office at which they are issued, in gold coin of the United States, and 
shall be - redeemable. 

Sec. 152 (U.S. R. S., sec. 5186). Every association organized un- 
der the preceding section shall at all times keep on hand not less than 
twenty-five per centum of its outstanding circulation, in gold or silver 
coin of the United States; and shall receive at par in the payment of 
debts the gold-notes of every other such association which at the time 
of such payment is redeeming its circulating notes in gold coin of 
the United States, and shall be subject to all the provisions of this Ti- 
tle: Provided, That, in applying the same to associations organized 
for issuing gold- notes, the term “lawful money” and “lawful money 
of the United States” shall be construed to mean gold or silver coin of 
the United States; and the circulation of such associations shall not be 
within the limitation of circulation mentioned in this Title. 

Sec. 153. That any national gold bank organized under the pro- 
visions of the laws of the United States, may, in the manner and 
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subject to the provisions prescribed by section fifty-one hundred and 
tifty-four of the Revised Statutes of the United States for the con- 
version of banks incorporated under the laws of any State, cease to 
be a gold bank, and become such an association as is authorized by 
section fifty-one hundred and thirty-three, for carrying on the busi- 
ness of banking, and shall have the same powers and privileges and 
shall be subject to the same duties, responsibilities, and rules, in all 
respects, as are by law prescribed for such associations: Provided, 
That all certificates of organization which shall be issued under this 
act shall bear the date of the original organization of each bank 
respectively as a gold bank. 


REPORTS BY NATIONAL BANKS 


Sec. 161 (U.S. R. S., sec. 5211). Every association shall make to 
the Comptroller of the Currency not less than three reports during 
each year, according to the form which may be prescribed by him, 
verified by the oath or aflirmation of the president, or of the cashier, 
or of a vice president, or of an assistant cashier of the association des- 
ignated by its board of directors to verify such reports in the absence 
of the president and cashier, taken before a notary public properly 
authorized and commissioned by the State in which such notary 
resides and the association is located, or any other officer having an 
official seal, authorized in such State to administer oaths, and attested 
by the signature of at least three of the directors. Each such report 
shall exhibit, in detail and under appropriate heads, the resources and 
liabilities of the association at the close of business on any past day by 
him specified, and shall be transmitted to the Comptroller within five 
days after the receipt of a request or requisition therefor from him; 
and the statement of resources and liabilities, together with acknowl- 
edgement and attestation in the same form in which it is made to the 
Comptroller, shall be published in a newspaper published in the place 
where such association is established, or if there is no newspaper in 
the place, then in the one published nearest thereto in the same county, 
at the expense of the association; and such proof of publication shall 
be furnished as may be required by the Comptroller. The Comp- 
troller shall also have power to call for special reports from any par- 
ticular association whenever in his judgment the same are necessary 
in order to obtain a full and complete knowledge of its condition. 

Each national banking association shall obtain from each of its 
affiliates other than member banks and furnish to the Comptroller of 
the Currency not less than three reports during each year, in such form 
as the Comptroller may prescribe, verified by oath or affirmation of 
the president or such other officer as may be designated by the board 
of directors of such affiliate to verify such reports, disclosing the in- 
formation hereinafter provided for as of dates identical with those 
for which the Comptroller shall during such year require the reports 
of the condition of the association. For the purpose of this section 
the term “affiliate” shall include holding company affiliates as well as 
other affiliates. Each such report of an affiliate shall be transmitted 
to the Comptroller at the same time as the corresponding report of 
the association, except that the Comptroller may, in his discretion, 
extend such time for good cause shown. Each such report shall con- 
tain such information as in the judgment of the Comptroller of the 
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Currency shall be necessary to disclose fully the relations bet ween such 
affiliate and such bank and to enable the Comptroller to inform him- 
self as to the effect of such relations upon the affairs of such bank. 
The reports of such affiliates shall be published by the association 
under the same conditions as govern its own condition reports. The 
Comptroller shall also have power to call for additional reports with 
respect to any such affiliate whenever in his judgment the same are 
necessary in order to obtain a full and complete knowledge of the 
conditions of the association with which it is affiliated. Such additional 
reports shall be transmitted to the Comptroller of the Currency in 
such form as he may prescribe. Any such affiliated bank which fails 
to obtain and furnish any report required under this section shall be 
subject to a penalty of $100 for each day during which such failure 
continues. 

Src. 162. That the oath or affirmation required by section fifty-two 
hundred and eleven of the Revised Statutes, verifying the returns made 
by national banks to the Comptroller of the Currency, when taken be- 
fore a notary public properly authorized and commissioned by the 
State in which such notary resides and the bank is located, or any other 
officer having an official seal, authorized in such State to administer 
oaths, shall be a sufficient verification as contemplated by said section 
fifty-two hundred and eleven : Provided, That the officer administering 
the oath is not an officer of the bank. 

Sec. 163 (U.S. R.S., sec. 5212). In addition to the reports required 
by the preceding sec tion, each association shall report to the Comptrol- 
ler of the Currency, within ten days after declaring any dividend, the 
amount of such dividend, and the amount of net earnings in excess of 
such dividend. Such reports shall be attested by the oath of the presi- 
dent or cashier of the association. 

Sec. 164 (U.S. R. S., sec. 5213). Every association which fails to 
make and transmit any report required under either of the two preced- 
ing sections shall be subject to a penalty of one hundred dollars for 

ach day after the periods, respectively, therein mentioned, that it 
delays to make and transmit its report. Whenever any associatiton 
delays or refuses to pay the penalty herein imposed, after it has been 
assessed by the Comptroller of the Currency, the amount thereof may 
be retained by the Treasurer of the United States, upon the order of the 
Comptroller ‘of the Currency, out of the interest, as it may become due 
tc the association, on the bonds deposited with him to secure circula- 
tion. Allsums of money collected for penalties under this section shall 
be paid into the Treasury of the United States. 


MISCELLANEOUS PROVISIONS REGARDING UNITED STATES BONDS 


Sec. 168 (U.S. R.S., sec. 5160). The deposit of bonds made by each 
association shall be increased as its capital may be paid up or increased, 
so that every association shall at all times have on deposit with the 
Treasurer registered United States bonds to the amount of at least one- 
third of its capital stock actually paid in. And any association that 
may desire to reduce its capital or close up its business and dissolve its 
organization, may t take up its bonds upon returning to the Comptroller 
its circulating notes in the proportion hereinafter required,.or may 

take up any excess of bonds beyond one-third of its capital stock and 
upon which no circulating notes have been delivered. 
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Sec. 169 (U.S. R.S., sec. 5161). To facilitate a compliance with the 
two preceding sections, the Secretary of the Treasury is authorized to 
receive from any association, and cancel, any United States coupon 
bonds, and to issue in lieu thereof registered bonds of like amount, 
bearing a like rate of interest, and havi ing the same time to run. 

Src. 170 (U. S. R. S.. see. 5162). All transfers of United States 
bonds, made by any association under the provisions of this Title, shall 
be made to the Treasurer of the United States in trust for the associa- 
= with a memorandum written or printed on each bond, and signed 
by the cashier, or some other officer of the association making the 
deposit. A receipt shall be given to the association, by the Comp- 
troller of the Currency, or by a clerk appointed by him for that pur- 
pose, stating that the bond is held in trust for the association on whose 
behalf the transfer is made, and as secur ity for the redemption and 
payment of any circulating notes that have been or may be delivered 
to such association. No assignment or transfer of any such bond by 
the Treasurer shall be deemed valid unless countersigned by the Comp- 
troller of the Currency. 

The Comptroller of the Currency may designate one or more per- 
sons to countersign in his name and on his behalf such assignments 
or transfers of bonds as require his countersignature. 

Sec. 171 (U. S. R. S., sec. 5163). The Comptroller of the Cur- 
rency shall keep in his Office a book in which he shall cause to be 
entered, immediately upon countersigning it, every transfer or assign- 
ment by the Treasurer, of any bonds belonging to a national b: wnking 
association, presented for his signature. He shall state in such entry 
the name of the association from whose accounts the transfer is made, 
the name of the party to whom it is made, and the par value of the bonds 
transferred. 

Sec. 172 (U.S. R.S., sec. 5164). The Comptroller of the Currency 
shall, immediately upon countersigning and entering any transfer or 
assignment by the Treasurer, of any bonds belonging to a national 
banking association, advise by mail the association from whose ac- 
counts the transfer is made, of the kind and numerical designation of 
the bonds, and the amount thereof so transferred. 

Sec. 173 (U.S. R.S., sec. 5165). The Comptroller of the Currency 
shall have at all times, ‘during office hours, access to the books of the 
Treasurer of the United States for the purpose of ascertaining the 
correctness of any transfer or assignment of the bonds deposited by 
an association, presented to the Comptroller to countersign; and the 
Treasurer shall have the like access to the book mentioned in section 
fifty-one hundred and sixty-three, during office hours, to ascertain 
the correctness of the entries in the same; and the Comptroller shall 
also at all times have access to the bonds on deposit with the Treasurer, 
to ascertain their amount and condition. 

Sro. 174 (U. S. R. S., sec. 5166). Every association having bonds 
deposited in the office of the Treasurer of the United States shall, 
once or oftener in each fiscal year, examine and compare the bonds 
pledged by the association with the books of the Comptroller of the 
Currency ‘and with the accounts of the association, and, if they are 
found correct, to execute to the Treasurer a certificate setting forth 
the different kinds and the amounts thereof, and that the same are in 
the possession and custody of the Treasurer at the date of the certificate. 
Such examination shall be made at such time or times, during the 
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ordinary business hours, as the Treasurer and the Comptroller, respec- 
tively, may select, and may be made by an officer or agent of such 
association, duly appointed in writing for that purpose; and his 
certificate before mentioned shall be of like force and validity as if 
executed by the president or cashier. A duplicate of such certificate, 
signed by the Treasurer, shall be retained by the association. 

Sec. 175 (U. S. R. S., sec. 5167). The bonds transferred to and 
deposited with the Treasurer of the United States, by any association, 
for the security of its circulating notes, shall be held exclusively for 
that purpose, until such notes are redeemed, except as provided in this 
Title. The Comptroller of the Currency shall give to any such asso- 
ciation powers of attorney to receive and appropriate to its own use 
the interest on the bonds which it has so transferred to the Treasurer ; 
but such powers shall become inoperative whenever such association 
fails to redeem its circulating notes. Whenever the market or cash 
value of any bonds thus deposited with the Treasurer is reduced below 
the amount of the circulation issued for the same, the Comptroller 
may demand and receive the amount of such depreciation in other 
United States bonds at cash value, or in money, from the association, 
to be deposited with the Treasurer as long as such depreciation con- 
tinues. And the Comptroller, upon the terms prescribed by the 
Secretary of the Treasury, may permit an exchange to be made of any 
of the bonds deposited with the Treasurer by any association, for other 
bonds of the United States authorized to be received as security for 
circulating notes, if he js of opinion that such an exchange can be 
made without prejudice to the United States; and he may direct the 
return of any bonds to the association which transferred the same, 
in sums of not less than one thousand dollars, upon the surrender to 
him and the cancellation of a proportionate amount of such circulating 
notes: Provided, That the remaining bonds which shall have been 
transferred by the association offering to surrender circulating notes 
are equal to the amount required for the circulating notes not sur- 
rendered by such association, and that the amount of bonds in the hands 
of the Treasurer is not diminished below the amount required to be 
kept on deposit with him, and that there has been no failure by the 
association to redeem its circulating notes, nor any other violation by 
it of the provisions of this Title, and that the market or cash value of 
the remaining bonds is not below the amount required for the circula- 
tion issued for the same. 

Sec. 176. That any association organized under this act, or any of 
the acts of which this is an amendment, desiring to withdraw its cir- 
culating notes, in whole or in part, may, upon the deposit of lawful 
money with the Treasurer of the United States in sums of not less 
than nine thousand dollars, take up the bonds which said association 
has on deposit with the Treasurer for the security of such circulating 
notes; which bonds shall be assigned to the bank in the manner speci- 
fied in the nineteenth section of the national-bank act; and the out- 
standing notes of said association, to an amount equal to the legal- 
tender notes deposited, shall be redeemed at the Treasury of the United 
States, and destroyed as now provided by law: Provided, That the 
amount of the bonds on deposit for circulation shall not be reduced 
below fifty thousand dollars. 
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Sec. 177. That national banks now organized or hereafter organ- 
ized, having a capital of one hundred and fifty thousand dollars, or 
less, ‘shall not be required to keep on deposit or deposit with the Treas- 
urer of the United States, United States bonds in excess of one-fourth 
of their capital stock as security for their circulating notes; but such 
banks shall keep on deposit or deposit with the Treasurer of the United 
States the amount of bonds as herein required. And such of those 
banks having on deposit bonds in excess of that amount are authorized 
to reduce their circulation by the deposit of lawful money as provided 
by law; provided, That the amount of such circulating notes shall not 
in any ‘case exceed ninety per centum of the par value of the bonds 
deposited as herein provided: Provided further, That the national 
banks which shall hereafter make deposits of lawful money for the 
retirement in full of their circulation shall at the time of their deposit 
be assessed for the cost of transporting and redeeming their notes 
then outstanding, a sum equal to the average cost of the redemption of 
national-bank notes during the preceding | year, and shall thereupon 
pay such assessment. And all national banks whieh have heretofore 
made or shall hereafter make deposits of lawful money for the reduc- 
tion of their circulation shall be assessed and shall pay an assessment 
in the manner specified in section three of the act approved June 20, 
1874, for the cost of transporting and redeeming their notes redeemed 
from such deposits subsequently to June 30, 1881. 

Sec. 178. That any national banking association now organized, or 
hereafter organized, desiring to withdraw its circulating notes, upon 
a deposit of lawful money w ‘ith the Treasurer of the United States, as 
provided in section four of the act of June twentieth, eighteen hundred 
and seventy-four, or as provided in this act, is authorized to deposit 
lawful money and, with the consent of the Comptroller of the Cur- 
rency and the approval of the Secretary of the Treasury, withdraw 
a proportionate amount of the bonds held as security for its circulating 
notes in the order of such deposits: Provided, That not more than 
nine millicns of dollars of lawful money shall be deposited during any 

calendar month for this purpose: And provided further, That the 
provisions of this section shall not apply to bonds called for redemp- 
tion by the Secretary of the Treasury, nor to withdrawal of circulating 
notes in consequence thereof. 


VOLUNTARY DISSOLUTION 


Sec. 181 (U. R. S., sec. 5220). Any association may go into 
liquidation and ~~ ‘closed by the vote of its shareholders owning two- 
thirds of its stock. 

The shareholders shall designate one or more persons to act as 
liquidating agent or committee, who shall conduct the liquidation in 
accordance with law and under the supervision of the board of di- 
rectors, who shall require a suitable bond to be given by said agent or 
committee. The liquidating agent or committee shall render annual 
reports to the Comptroller of the Currency on the 31st day of Decem- 
ber of each year showing the progress of said liquidation until the 
same is completed. The liquidating agent or committee shall also 
make an annual report to a meeting of the shareholders to be held on 
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the date fixed in the articles of association for the annual meeting, at 
which meeting the shareholders may, if they see fit, by a vote repre- 
senting a majority of the entire stock of the bank, remove the liqui- 
dating agent or committee and appoint one or more others in place 
thereof. A special meeting of the shareholders may be called at any 
time in the same manner as if the bank con*inued an active bank and 
at said meeting the shareholders may, by a vote of the majority of the 
stock, remove the liquidating agent or committee. The Comptroller 
of the Currency is authorized to have an examination made at any 
time into the affairs of the liquidating bank until the claims of ail 
creditors have been satisfied, and the expense of making such exami- 
nations shall be assessed against such bank in the same manner as in 
the case of examinations made pursuant to section 5240 of the Revised 
Statutes, as amended (U.S. C., Title 12, sees. 484, 485; Supp. VII, 
Title 12, sees. 481-483). 

Sec. 182. Whenever a vote is taken to go into liquidation it shall 
be the duty of the board of directors to cause notice of this fact to be 
certified, under the seal of the association, by its president or cashier, 
to the Comptroller of the Currency, and publication thereof to be made 
for a period of two months in every issue of a newspaper published in 
the city or town in which the association is located, or if no newspaper 
is there published, then in the newspaper published nearest thereto, 
that the association is closing up its affairs, and notifying its creditors 
to present their claims. 

Sec. 183 (U.S. R. S., sec. 5222). Within six months from the date 
of the vote to go into liquidation, the association shall deposit with the 
Treasurer of the United States, lawful money of the United States 
sufficient to redeem all its outstanding circulation. The Treasurer 
shall execute duplicate receipts for money thus deposited, and deliver 
one to the association and the other to the Comptroller of the Cur- 
rency, stating the amount received by him, and the purpose for which 
it has been received; and the money shall be paid into the Treasury of 
the United States, and placed to the credit of such association upon 
redemption pencness 

Sec. 184 (U.S. R. S., sec. 5223). An association which is in good 
faith winding up it business for the purpose of consolidating with 
another association shall not be1 ‘equired to deposit lawful money for its 
outstanding circulation; but its assets and liabilities shall be reported 
by the association with which it is in process of consolidation. 

Sec. 185 (U. S. R. S., sec. 5224). Whenever a sufficient deposit of 
lawful money to redeem the outst: anding circulation of an association 
proposing to close its business has been ‘made, the bonds deposited by 
the association to secure payment of its notes shall be reassigned to it, 
in the manner prescribed by section fifty-one hundred and sixty-two. 
And thereafter the association and its shareholders shall stand dis- 
charged from all liabilities upon the circulating notes, and those notes 
shall be redeemed at the Treasury of the U nited States. And if any 
such bank shall fail to make the deposit and take up its bonds for 
thirty days after the expiration of the time specified, the Comptroller 
of the Currency shall have power to sell the bonds pledged for the 
circulation of said bank, at public auction in New York City, and, 
after providing for the redemption and cancellation of said circulation 
and the necessary expenses of the sale, to pay over any balance remain- 
ing to the bank or its legal representatives. 
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Sec. 186 (U.S. R. S., sec. 5225). Whenever the Treasurer has re- 
deemed any of the notes of an association which has commenced to 
close its affairs under the five preceding sections, he shall cause the 
notes to be mutilated and charged to the redemption account of the 
association; and all notes so redeemed by the Treasurer shall, every 
three months, be certified to and macerated in the manner prescribe “dl 
in section fifty-one hundred and eighty-four. 


RECEIVERSHIP 


Sec, 191. That whenever any national banking association shall be 
dissolved, and its rights, privileges, and franchises declared forfeited, 
as prescribed in section fifty-two hundred and thirty-nine of the 
Revised Statutes of the United States, or whenever any creditor of any 
national banking association shall have obtained a judgment against it 
in any court of record, and made application, accompanied by a cer- 
tificate from the clerk of the court stating that such judgment has 
been rendered and has remained unpaid for the space of thirty days, 
or whenever the Comptroller shall become satisfied of the insolvency 
of a national banking association, he may, after due examination of its 
affairs, in either case, appoint a receiver, who shall proceed to close up 
such association, and enforce the personal liability of the shareholders, 
as provided in section fifty-two hundred and thirty-four of said 
statutes. 

Sec. 192 (U.S. R.S., see. 5234). On becoming satisfied, as specified 
in sections fifty- ‘two hundred and twenty -six and fifty-two hundred and 
twenty-seven, that any association has refused to pay its circulating 
notes as therein mentioned, and is in default, the ¢ ‘omptroller of the 
Currency may forthwith appoint a receiver, and require of him such 
bond and security as he deems proper. Such receiver, under the direc- 
tion of the Comptroller, shall take possession of the books, records, 
and assets of every description of such association, collect all debts, 
dues, and claims belonging to it, upon the order of a court of record 
of competent jurisdiction, may sell or compound all bad or doubtful 
debts, and, on a like order, may sell all the real and personal property of 
such associa‘ ‘oa, on such terms as the court shall direct; and may, if 
necessary to pay the debts of such association, enforce the individual 
liability of the stockholders. Such receiver, shall pay over all money 
so made to the Treasurer of the United States, subject to the order 
of the Comptroller, and also make report to the Comptroller of all his 
acts and proceedings : Provided, That the Comptroller may, if he deems 
proper, deposit any of the money so made in any regular Government 
depositary, or in any State or national bank either of the c ity or town 
in which the insolvent bank was located, or of a city or town as ad- 
jacent thereto as practicable; if such deposit is made he shall require 
the depositary to deposit United States bonds or other satisfactory se- 
curities with the Treasurer of the United States for the safekeeping and 
prompt payment of the money so deposited: Provided, That no se- 
curity in the form of deposit of United States bonds, or otherwise, shall 
be, required in the case of such parts of the deposits as are insured 
under section 12B of the Federal Reserve Act, as amended. Such de- 
positary shal] pay npon such money interest at such rate as the Comp- 
troller may prescribe, not less, however, than two per centum per an- 
num upon the average monthly amount of such deposits. 
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Sec. 193 (U. S. R. S., sec. 5235). The Comptroller shall, upon 
appointing a receiver, cause notice to be given, by advertisement in 
such newspapers as he may direct, for three consecutive months, calling 
on all persons who may have claims against such association to present 
the same, and to make legal proof thereof. 

Src. 194 (U.S. R. S., sec. 5236). From time to time, after full pro- 
vision has been first made for refunding to the United States any 
deficiency in redeeming the notes of such association, the Comptroller 
shall make a ratable dividend of the money so paid over to him by 
such receiver on all such claims as may have been proved to his satis- 
faction or adjudicated in a court of competent jurisdiction, and, as 
the proceeds of the assets of such association are paid over to him, 
shall make further dividends on all claims previously proved or 
adjudicated; and the remainder of the proceeds, if any, shall be 
paid over to the shareholders of such association or their legal repre- 
sentatives, in proportion to the stock by them respectively held. 

Sec. 195 (U.S. R. S., sec. 5237). Whenever an association against 
which proceedings have been instituted, on account of any alleged 
refusal to redeem its circulating notes as aforesaid, denies having 
failed to do so, it may, at any time within ten days after it has been 
notified of the appointment of an agent, as provided in section fifty- 
two hundred and twenty-seven, apply to the nearest circuit, or dis- 
trict, or Territorial court of the United States to enjoin further 
proceedings in the premises; and such court, after citing the Comp- 
troller of the Currency to show cause why further proceedings should 
not be enjoined, and after the decision of the court or finding of a 
jury that such association has not refused to redeem its circulating 
notes, when legally presented,.in the lawful money of the United 
States, shall make an order enjoining the Comptroller, and any re- 
ceiver acting under his direction, from all further proceedings on 
account of such alleged refusal. 

Sec. 196 (U.S. R..S., sec. 5238). All fees for protesting the notes 
issued by any national banking association shall be paid by the per- 
son procuring the protest to be made, and such association shall be 
liable therefor; but no part of the bonds deposited by such association 
shall be applied to the payment of such fees. All expenses of any 
preliminary or other examinations into the condition of any associa- 
tion shall be paid by such association. All expenses of any receiver- 
ship shall be paid out of the assets of such association before distribu- 
tion of the proceeds thereof. 

Src. 197. That whenever any association shall have been or shall be 
placed in the hands of a receiver, as provided in section fifty-two 
hundred and thirty-four and other sections of the Revised Statutes of 
the United States, and when, as provided in section fifty-two hundred 
and thirty-six thereof, the Comptroller of the Currency shall have 
paid to each and every creditor of such association, not including 
shareholders who are creditors of such association, whose claim or 
claims as such creditor shall have been proved or allowed as therein 
prescribed, the full amount of such claims, and all expenses of the 
receivership and the redemption of the circulating notes of such asso- 
ciation shall have been provided for by depositing lawful money of the 

Jnited States with the Treasurer of the United States, the Comptroller 
of the Currency shall call a meeting of the shareholders of such asso- 
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ciation by giving notice thereof for thirty days in a newspaper pub- 
lished in the town, city, or county where the business of such associa- 
tion was carried on, or if no newspaper is there published, in the news- 
paper published nearest thereto. At such meeting the shareholders 
shall determine whether the receiver shall be continued and shall 
wind up the affairs of such association, or whether an agent shall be 
elected for that purpose, and in so determining the said shareholders 
shall vote by ballot, in person or by proxy, each share of stock en- 
titling the holder to one vote, and the majority of the stock in value 
and number of shares shall be necessary to determine whether the said 
receiver shall be continued, or whether an agent shall be elected. In 
case such majority shall determine that the said receiver shall be con- 
tinued, the said receiver shall thereupon proceed with the execution 
of his trust, and shall sell, dispose of, or otherwise collect the assets of 
the said association, and shall possess all the power and authority, 
and be subject to all the duties and liabilities originally conferred or 
imposed upon him by his appointment as such receiver, so far as the 
same remain applicable. In case the said meeting shall, by the vote 
of a majority of the stock in value and number of shares, determine 
that an agent shall be elected, the said meeting shall thereupon proceed 
to elect an agent, voting by ballot, in person or by proxy, each share 
of stock entitling the holder to one vote, and the person who shall 
receive votes representing at least a majority of stock in value and 
number shall be declared the agent for the purposes hereinafter pro- 
vided; and whenever any of the shareholders of the association shall, 
after the election of such agent, have executed and filed a bond to the 
satisfaction of the Comptroller of the Currency, conditioned for the 
payment and discharge in full of each and every claim that may 
thereafter be proved and allowed by and before a competent court, 
and for the faithful performance of all and singular the dut ies of such 
trust, the Comptroller and the receiver shall thereupon transfer and 
deliver to such agent all the undivided or uncollected or other assets 
of such association then remaining in the hands or subject to the 
order and control of said Comptroller and said receiver, or either of 
them; and for this purpose said Comptroller and said receiver are 
hereby severally empowered and directed to execute any deed, assign- 
ment, transfer, or other instrument in writing that may be necessary 
and proper; and upon the execution and delivery of such instrument 
to the said agent the said Comptroller and the said receiver shall by 
virtue of this Act be discharged from any and all liabilities to such 
association and to each and all the creditors and shareholders thereof. 

Upon receiving such deed, assignment, transfer, or other instrument 
the person elected such agent shall hold, control, and dispose of the 
assets and property of such association which he may receive under 
the terms hereof for the benefit of the shareholders of such association, 
and he may in his own name, or in the name of such association, sue 
and be sued and do all other lawful acts and things necessary to finally 
settle and distribute the assets and property in his hands, and may 
sell, compromise, or compound the debts due to such association, with 
the consent and approval of the circuit or district court of the United 
States for the district where the business of such association was 
carried on, and shall at the conclusion of his trust render to such 
district or circuit court a full account of all his proceedings, receipts, 
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and expenditures as such agent, which court shall, upon due notice, 
settle and adjust such accounts and discharge said agent and the 
sureties upon said bond. And in case any such agent so elected shall 
refuse to serve, or die, resign, or be removed, any shareholder may 
call a meeting of the shareholders of such association in the town, city, 
or village where the business of the said association was carried on, 
by giving notice thereof for thirty days in a newspaper published in 
said town, city, or village, or if no newspaper is there published, in 
the newspaper published nearest thereto, at which meeting the share- 
holders shall elect an agent, voting by ballot, in person or by proxy, 
each share of stock entitling the holder to one vote, and when such 
agent shall have received votes representing at least a majority of the 
stock in value and number of shares, and shall have executed a bond 
to the shareholders conditioned for the faithful performance of his 
duties, in the penalty fixed by the shareholders at said meeting, with 
two sureties, to be approved by a judge of a court of record, and file 
said bond in the office of the clerk of a court of record in the county 
where the business of said association was carried on, he shall have 
all the rights, powers, and duties of the agent first elected as herein- 
before provided. At any meeting held as hereinbefore provided 
administrators or executors of deceased shareholders may act and sign 
as the decedent might have done if living, and guardians of minors 
and trustees of other persons may so act and sign for their ward or 
wards or cestui que trust. The proceeds of the assets or property of 
any such association which may be undistributed at the time of such 
meeting or may be subsequently received shall be distributed as fol- 
lows: 

First. To pay the expenses of the execution of the trust to the date 
of such payment. 

Second. ‘To repay any amount or amounts which have been paid 
in by any shareholder or shareholders of such association upon and by 
reason of any and all assessments made upon the stock of such associa- 
tion by the order of tlhe Comptroller of the Currency in accordance 
with the provisions of the s‘atutes of the United States; and 

Third. The balance ratably among such stockholders, in propor- 
tion to the number of shares held and owned by each. Such distribu- 
tion shall be made from time fo time as the proceeds shall be received 
and as shall be deemed advisable by the said Comptroller or said agent. 

Sec. 197a (Banking Act of 1933, sec. 29). In any case in which, in 
the opinion of the Comptroller of the Currency, it would be to the 
advantage of the depositors and unsecured creditors of any national 
banking association whose business has been closed, for such associa- 
tion to resume business upon the retention by the association, for a 
reasonable period to be prescribed by the Comptroller, of all or any 
part of its deposits, the Comptroller is authorized, in his discretion, 
to permit the association to resume business if depositors and unsecured 
creditors of the association representing at least 75 per centum of its 
total deposit and unsecured credit liabilities consent in writing to such 
retention of deposits. Nothing in this section shall be construed to 
affect in any manner any powers of the Comptroller under the provi- 
sions of law in force on the date of enactment of this Act with respect 
to the reorganization of national banking associations. 

Sec. 198. That whenever the receiver of any national bank duly ap- 
pointed by the Comptroller of the Currency, and who shall have duly 
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qualified and entered upon the discharge of his trust, shall find it im 
his opinion necessary, in order to fully protect and benefit his said 
trust, to the extent of any and all equities that such trust may have in 
any property, real or personal, by reason of any bond, mortgage, as- 
signment, or other proper legal claim attaching thereto, and which 
said property is to be sold under any execution, decree of foreclosure, 
or proper order of any court of jurisdiction, he may certify the facts 
in the case, together with his opinion as to the v: alue of the property 
to be sold, and the value of the equity his said trust may have in the 
same, to the Comptroller of the Currency, together with a request for 
the right and authority to use and employ so much of the money of 
said trust as may be necessary to purchase such property at such sale. 

Sec. 199. That such request, if approved by the Comptroller of the 
Currency, shall be, together with the certificate of facts in the case, and 
his recommendation as to the amount of money which, in his judgment, 
should be so used and employed, submitted to the Sec retary of the 
Treasury, and if the same shall likewise be approved by him, the re- 
quest shall be by the Comptroller of the Currency allowed, and notice 
thereof, with copies of the request, certificate of facts, and indorsement 
of approvals, shall be filed with the Treasurer of the United S‘ates. 

Sec. 200. That whenever any such request shall be allowed as here- 
inbefore provided, the said Comptroller of the Currency shall be, and 
is, empowered to draw upon and from such funds of any such trust 
as may be deposited with the Treasurer of the United States for the 
benefit of the bank in interest, to the amount as may be recommended 
and allowed and for the purpose for which such allowance was made: 
Provided, however, That all payments to be made for or on account 
of the purchase of any such property and under any such allowance 
shall be made by the Comptroller of the Currency direct, with the 
approval of the Secretary of the Treasury, for such purpose only and 
in such manner as he may determine and order. 


BANK. CONSERVATION 


Sec. 201 (Bank Conservation Act, sec. 201). This title may be cited 
as the “Bank Conservation Act.” 

Sec. 202 (Bank Conservation Act, sec. 202). As used in this title, 
the term “bank” means (1) any national banking association, and (2) 
any bank or trust company located in the District of Columbia and 
operating under the supervision of the Comptroller of the Currency; 
and the term “State” means any State, Territory, or possession of 
the United States, and the Canal Zone. 

Src. 203 (Bank Conservation Act, sec. 203). Whenever he shall 
deem it necessary in order to conserve the assets of any bank for the 
benefit of the depositors and other creditors thereof, the Comptroller 
of the Currency may appoint a conservator for such bank and require 
of him such bond and security as the Comptroller of the Currency 
deems proper. The conservator, under the direction of the Comp- 
troller, shall take possession of the books, records, and assets of every 
description of such bank, and take such action as may be necessary 
to conserve the assets of such bank pending further disposition of its 
business as provided by law. Such conservator shall have all the 
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rights, powers, and privileges now possessed by or hereafter given 
receivers of insolvent national banks and shall be subject to the obliga- 
tions and penalties, not inconsistent with the provisions of this title, 
to which receivers are now or may hereafter become subject. Durin 
the time that such conservator remains in possession of such bank, the 
rights of all parties with respect thereto shall, subject to the other 
provisions of this title, be the same as if a receiver had been appointed 
therefor. All expenses of any such conservatorship shall be paid out 
of the assets of such bank and shall be a lien thereon which shall be 
prior to any other lien provided by this Act or otherwise. The con- 
servator shall receive as salary an amount no greater than that paid 
to employees of the Federal Government for similar services. 

Sec. 204 (Bank Conservation Act, sec. 204). The Comptroller of 
the Currency shall cause to be made such examinations of the affairs 
of such bank as shall be necessary to inform him as to the financial 
condition of such bank, and the examiner shall make a report thereon 
to the Comptroller of the Currency at the earliest practicable date. 

Sec. 205 (Bank Conservation Act, sec. 205). If the Comptroller of 
the Currency becomes satisfied that it may safely be done and that it 
would be in the public interest, he may, in his discretion, terminate 
the conservatorship and permit such bank to resume the transaction 
of its business subject to such terms, conditions, restrictions, and 
limitations as he may prescribe. 

Sec. 206 (Bank Conservation Act, sec. 206). While such bank is in 
the hands of the conservator appointed by the Comptroller of the 
Currency, the Comptroller may require the conservator to set aside 
and make available for withdrawal by depositors and payment to 
other creditors, on a ratable basis, such amounts as in the opinion of 
the Comptroller may safely be used for this purpose; and the Comp- 
troller may, in his discretion, permit the conservator to receive deposits, 
but deposits received while the bank is in the hands of the conservator 
shall not be subject to any limitation as to, payment or withdrawal, 
and such deposits shall be segregated and shall not be used to liqui- 
date any indebtedness of such bank existing at the time that a con- 
servator was appointed for it, or any subsequent indebtedness incurred 
for the purpose of liquidating any indebtedness of such bank existing 
at the time such conservator was appointed. Such deposits received 
while the bank is in the hands of the conservator shall be kept on 
hand in cash, invested in the direct obligations of the United States, 
or deposited with a Federal reserve bank. The Federal reserve banks 
are hereby authorized to open and maintain separate deposit accounts 
for such purpose, or for the purpose of receiving deposits from State 
officials in charge of State banks under similar circumstances. 

Sec. 207 (Bank Conservation Act, sec. 207). In any reorganization 
of any bank under a plan of a kind which, under existing law, re- 
quires the consent, as the case may be, (a) of depositors and other 
creditors or (b) of stockholders or (c) of both depositors and other 
creditors and stockholders, such reorganization shall become effective 
only (1) when the Comptroller of the Currency shall be satisfied that 
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the plan of reorganization is fair and equitable as to all depositors, 
other-creditors and stockholders and is in the public interest and shall 
have approved the plan subject to such con itions, restrictions and 
limitations as he may prescribe and (2) when, after a reasonable 
notice of such reorganization, as the case may require, (A) depositors 
and other creditors of such bank representing at least 75 per cent in 
amount of its total deposits and other liabilities as shown by the 
books of the bank or (B) stockholders owning at least two-thirds of 
its outstanding capital stock as shown by the books of the bank or (C) 
both depositors and other creditors representing at least 75 per cent 
in amount of the total deposits and other liabilities and stockholders 
owning at least two-thirds of its outstanding capital stock as shown 
by the books of the bank, shall have consented in writing to the plan 
of reorganization: Provided, however, That claims of depositors or 
other creditors which will be satisfied in full under the provisions of 
the plan of reorganization shall not be included among the total 
deposits and other liabilities of the bank in determining the 75 per 
cent thereof as above provided. When such reorganization becomes 
effective, all books, records, and assets of the bank shall be disposed of 
in accordance with the provisions of the plan and the affairs of the 
bank shall be conducted by its board of directors in the manner pro- 
vided by the plan and under the conditions, restrictions and limitations 
which may have been prescribed by the Comptroller of the Currency. 
In any reorganization which shall have been approved and shall have 
become effective as provided herein, all depositors and other creditors 
and stockholders of such bank whether or not they shall have con- 
sented to such plan of reorganization, shall be fully and in all respects 
subject to and bound by its provisions, and claims of all depositors 
and other creditors shall be treated as if they had consented to such 
plan of reorganization. 

Sec. 208 (Bank Conservation Act, sec. 208). After fifteen days after 
the affairs of a bank shall have been turned back to its board of directors 
by the conservator, either with or without a reorganization as pro- 
vided in section 207 hereof, the provisions of section 206 of this title 
with respect to the segregation of deposits received while it is in the 
hands of the conservator and with respect to the use of such deposits 
to liquidate the indebtedness of such bank shall no longer be effective: 
Provided, That before the conservator shall turn back the affairs of 
the bank to its board of directors he shall cause to be published in a 
newspaper published in the city, town or county in which such bank 
is located, and if no newspaper is published in such city, town or 
county, in a newspaper to be selected by the Comptroller of the Cur- 
rency published in the State in which the bank is located, a notice in 
form pei ag by the Comptroller, stating the date on which the 
affairs of the bank will be returned to its board of directors and that 
the said provisions of section 206 will not be effective after fifteen 
days after such date; and on the date of the publication of such notice 
the conservator shall immediately send to every person who is a depos- 
itor in such bank under section 206 a copy of such notice by registered 
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the records of the bank, and the conservator shall send similar notice 
in like manner to every person making deposit in such bank under 
section 206 after the date of such newspaper publication and before 
the time when the affairs of the bank are returned to its directors. 

Sec. 209. Conservators appointed pursuant to the provisions of this 
title shall be subject to the provisions of and to the penalties prescribed 
by sections 334, 656, and 1005 of Title 18, United States Code; and 
sections 202, 216, 281, 431, 482, and 433 of such Title 18, in so far as 
applicable, are extended to apply to contracts, agreements, proceed- 
ings, dealings, claims and controversies by or with any such con- 
servator or the Comptroller of the Currency under the provisions of 
this title. 

Sec. 210 (Bank Conservation Act, sec. 210). Nothing in this title 
shall be construed to impair in any manner any powers of the Presi- 
dent, the Secretary of the Treasury, the Comptroller of the Currency, 
or the Board of Governors of the Federal Reserve System. 

Sec. 211 (Bank Conservation Act, see. 211). The Comptroller of the 
Currency is hereby authorized and empowered, with the approval of 
the Secretary of the Treasury, to prescribe such rules and regulations 
as he may deem necessary in order to carry out the provisions of this 
title. Whoever violates any rule or regulation made pursuant to this 
section shall be deemed guilty of a misdemeanor and, upon conviction 
thereof, shall be fined not more than $5,000, or imprisoned not more 
than one year, or both. 

Sec. 212. The right to alter, amend, or repeal this Act is hereby 
expressly reserved. If any provision of this Act, or the application 
thereof to any person or circumstances, is held invalid, the remainder 
of the Act, and the application of such provision to other persons or 
circumstances, shall not be affected thereby. 

Sec. 213 (Gold Reserve Act of 1934, sec. 13). All actions, regula- 
tions, rules, orders, and proclamations heretofore taken, promulgated, 
made or issued by the President of the United States or the Secretary 
of the Treasury, under the Act of March 9, 1933, or under section 438 
or section 45 of title III of the Act of May 12, 1933, are hereby ap- 
proved, ratified, and confirmed. 


CONVERSION OF NATIONAL BANKS INTO STATE BANKS 


Src. 214. (a) As used in sections 1-4 and 8 of this Act (12 U.S. C., 
secs. 214-214c, 321) the term “State bank” means any bank, banking 
association, trust company, savings bank (other than a mutual savings 
bank), or other banking institution which is engaged in the business 
of receiving deposits and which is incorporated under the laws of any 
State, any Territory of the United States, Puerto Rico, or the Virgin 
Islands, or which is operating under the Code of Law for the District. 
of Columbia (except a national banking association). 

(b) For purposes of merger or consolidation under sections 1+ and 
8 of this Act (12 U.S. C., sees. 214-214¢, 321) the term “national bank- 
ing association” means one or more national banking associations, and 
the term “State bank” means one or more State banks. 

Sec. 214a. A national banking association may, by vote of the 
holders of at least two-thirds of each class of its capital stock, convert 
into, or merge or consolidate with, a State bank in the same State in 
which the national banking association is located, under a State char- 
ter, in the following manner: 
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(a) The plain of conversion, merger, or consolidation must be ap- 
proved by a majority of the entire board of directors of the national 
banking association. The bank shall publish notice of the time, place, 
and object of the shareholders’ meeting to act upon the plan, in some 
newspaper with general circulation in the place where the principal 
oflice of the national banking association is located, at least once a week 
for four consecutive weeks: Provided, That newspaper publication 
may be dispensed with entirely if waived by all the shareholders and in 
the case of a merger or consolidation one publication at least ten days 
before the meeting shall be sufficient if publication for four weeks is 
waived by holders of at least two-thirds of each class of capital stock 
and prior written consent of the Comptroller of the Currency is ob- 
tained. The national banking association shall send such notice to 
each shareholder of record by registered mail at least ten days prior 
to the meeting, which notice may be waived specjfically by any setae: 
holder. 

(b) A shareholder of a national banking association who votes 
against the conversion, merger, or consolidation, or who has given 
notice in writing to the bank at or prior to such meeting that he dissents 
from the plan, shall be entitled to receive in cash the value of the 
shares held by him, if and when the conversion, merger, or consolida- 
tion is consummated, upon written request made to the resulting State 
bank at any time before thirty days after the date of consummation 
of such conversion, merger, or consolidation, accompanied by the sur- 
render of his stock certificates. The value of such shares shall be 
determined as of the date on which the shareholders’ meeting was held 
authorizing the conversion, merger, or consolidation, by a committee 
of three persons, one to be selected by unanimous vote of the dissenting 
shareholders entitled to receive the value of their shares, one by the 
directors of the resulting State bank, and the third by the two so 
chosen. The valuation agreed upon by any two of three appraisers 
thus chosen shall govern; but, if the value so fixed shall not be satis- 
factory to any dissenting shareholder who has requested payment 
as provided herein, such shareholder may within five days after being 
notified of the appraised value of his shares appeal to the Comptroller 
of the Currency, who shall cause a reappraisal to be made, which shall 
be final and binding as to the value of the shares of the appellant. 


If, within ninety days from the date of consummation of the conver- 
sion, merger, or consolidation, for any reason one or more of the 
appraisers is not selected as herein provided, or the appraisers fail 
to determine the value of such shares, the Comptroller shall upon 
written request of any interested party, cause an appraisal to be 
made, which shall be final and binding on all parties. The expenses 
of the Comptroller in making the reappraisal, or the appraisal as the 
case may be, shall be paid by the resulting State bank. The plan of 
conversion, merger, or consolidation shall provide the manner of dis- 
posing of the shares of the resulting State bank not taken by the 
dissenting shareholders of the national banking association. 

Src. 214b. The franchise of a national banking association as a 
national banking association shall automatically terminate when 
its conversion into or its merger or consolidation with a State bank 
under a State charter is consummated and the resulting State bank 
shall be considered the same business and corporate entity as the 
national banking association, although as to rights, powers, and duties 
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the resulting bank is a State bank. Any reference to such national 
banking association in any contract, will, or document shall be con- 
sidered a reference to the State bank if not inconsistent with the pro- 
visions of the contract, will, or document or applicable law. 

Sec. 214c. No conversion of a national banking association into a 
State bank or its merger or consolidation with a State bank shall 
take place under sections 1-4 and 8 of this Act (12 U.S. C., sec. 
214-214¢, 321) in contravention of the law of the State in which the 
national banking association is located; and no such conversion, 
merger, or consolidation shall take place under sections 1-4 and 8 
of this Act unless under the law of the States in which such national 
banking association is located State banks may without approval 
by any State authority convert into and merge or consolidate with 
national banking associations under limitations or conditions no more 
restrictive than those contained in section 2 hereof with respect to 
the conversion of a national bank into, or merger or consolidation 
of a national bank with, a State bank under State charter. 


PROVISIONS OF FEDERAL RESERVE ACT RELATING TO THE COMPTROLLER OF 
THE CURRENCY 


Sec. 221a (Banking Act of 1933, sec. 2, as amended by Banking Act 
of 1935, sec. 301). As used in this Act and in any provision of law 
amended by this Act— 

(a) The terms “banks”, “national bank”, “national banking asso- 
ciation”, “member bank”, “board”, “district”, and “reserve bank” shall 
have the meanings assigned to them in section 1 of the Federal Reserve 
Act, as amended. 

(b) Except where otherwise specifically provided, the term “affili- 
ate” shall include any corporation, business trust, association, or other 
similar organization— 

(1) Of which a member bank, directly or indirectly, owns or 
controls either a majority of the voting shares or more than 50 per 
centum of the number of shares voted for the election of its di- 
rectors, trustees, or other persons exercising similar functions at 
the preceding election, or controls in any manner the election of a 
majority of its directors, trustees, or other persons exercising sim- 
ilar functions; or 

(2) Of which control is held, directly or indirectly, through 
stock ownership or in any other manner, by the shareholders of a 
member bank who own or control either a majority of the shares 
of such bank or more than 50 per centum of the number of shares 
voted for the election of directors of such bank at the preceding 
election, or by trustees for the benefit of the shareholders of any 
such bank; or 

(3) Of which a majority of its directors, trustees, or other per- 
sons exercising similar functions are directors of any one mem- 
ber bank. , 

(c) The term “holding company affiliate” shall include any corpo- 
ration, business trust, association, or other similar organization— 

(1) Which owns or controls, directly or indirectly, either a ma- 
jority of the shares of the capital stock of a member bank or more 

than 50 per centum of the number of shares voted for the election 
of directors of any one bank at the preceding election, or controls 
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in any manner the election of a majority of the directors of any 
one bank; or 

(2) For the benefit of whose shareholders or members all or sub- 
stantially all the capital stock of a member bank is held by trustees. 

Notwithstanding the foregoing, the term “holding company affiliate” 
shall not include lexcent for the purposes of section O34 of the Fed- 
eral Reserve Act, as amended) any corporation all of the stock of 
which is owned by the United States, or any organization which is de- 
termined by the Board of Governors of the Federal Reserve System 
not to be engaged, directly or indirectly, as a business in holding the 
stock of, or managing or controlling banks, banking associations, sav- 
ings banks, or trust companies. 

Sec. 248 (d) (Federal Reserve Act, sec. 11 (d). The Board of Gov- 
ernors of the Federal Reserve System shall be authorized and empow- 
ered: * * * (d) To supervise and regulate through the bureau under 
the charge of the Comptroller of the Currency the issue and retirement 
of Federal reserve notes, and to prescribe rules and regulations under 
which such notes may be delivered by the Comptroller to the Federal 
reserve agents applying therefor. 

Sec. 248 (k) (Federal Reserve Act, sec. 11 (k)). The Board of 
Governors of the Federal Reserve System shall be authorized and 
empowered: * * * 

(k) To grant by special permit to national banks applying there- 
for, when not in contravention of State or local law, the right to act 
as trustee, executor, administrator, registrar of stocks and bonds, 
guardian of estates, assignee, receiver, committee of estates of luna- 
tics, or in any other fiduciary capacity in which State banks, trust com- 
panies, or other corporations which come into competition with na- 
tional banks are permitted to act under the laws of the State in which 
the national bank is located. 

Whenever the laws of such State authorize or permit the exercise of 
any or all of the foregoing powers by State banks, trust companies, or 
other corporations which compete with national banks, the granting to 
and the exercise of such powers by national banks shall not be deemed 
to be in contravention of State or local law within the meaning of this 
Act. 

National banks exercising any or all of the powers enumerated in this 
subsection shall segregate all assets held in any fiduciary capacity from 
the general assets of the bank and shall keep a separate set of books 
and records showing in proper detail all transactions engaged in under 
authority of this subsection. The State banking authorities may have 
access to reports of examination made by the Comptroller of the Cur- 
rency insofar as such reports relate to the trust department of such 
bank, but nothing in this Act shall be construed as authorizing the State 
banking authorities to examine the books, records, and assets of such 
bank. 

No national bank shall receive in its trust department deposits of 
current funds subject to check or the deposit of checks, drafts, bills 
of exchange, or other items for collection or exchange purposes. 
Funds deposited or held in trust by the bank awaiting investment shall 
be carried in a separate account and shall not be used by the bank in 
the conduct of its business unless it shall first set aside in the trust de- 
partment United States bonds or other securities approved by the 
Board of Governors of the Federal Reserve System. 
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In the event of the failure of such bank the owners of the funds held 
in trust for investment shall have a lien on the bonds or other securities 
so set apart in addition to their claim against the estate of the bank. 

Whenever the laws of a State require corporations acting in a fidu- 
clary capacity to deposit securities with the State authorities for the 
protection of private or court trusts, national banks so acting shall be 
required to make similar deposits and securities so deposited shall be 
held for the protection of private or court trusts, as provided by the 
State law. 

National banks in such cases shall not be required to execute the 
bond usually required of individuals if State corporations under 
similar circumstances are exempt from this requirement. 

National banks shall have power to execute such bond when so re- 
quired by the laws of the State. 

In any case in which the laws of a State require that a corporation 
acting as trustee, executor, administrator, or in any capac ity specified 
in this section, shall take an oath or make an affid: avit, the president, 
vice president, cashier, or trust officer of such national bank may take 
the necessary oath or execute the necessary affidavit. 

It shall be unlawful for any national banking association to lend 
any officer, director, or employee any funds held in trust under the 
powers conferred by this section. Any officer, director, or employee 
aking such loan, or'to whom such loan is made, may be fined not 
more than $5,000, or imprisoned not more than five years, or may be 
both fined and imprisoned, in the discretion of the court. 

In passing upon applications for permission to exercise the powers 
enumerated in this subsection, the Board of Governors of the Federal 
Reserve System may take into consideration the amount of capital and 
surplus of the applying bank, whether or not such capital and surplus 
is sufficient under the circumstances of the case, the needs of the com- 
munity to be served, and any other facts and circumstances that seem 
to it proper, and may grant or refuse the application accordingly: 
Provided, That no per mit shall be issued to any national banking asso- 
ciation having a capital and surplus less than the capital and surplus 
required by State law of State banks, trust companies, and corpora- 
tions exercising such powers. 

Any national banking association desiring to surrender its right to 
exercise the powers granted under this subsection, in order to relieve 
itself from the necessity of complying with the requirements of this 
subsection, or to have returned to it any securities which it may have 
deposited with the State authorities for the protection of private or 
court trusts, or for any other purpose, may file with the Board of Gov- 
ernors of the Federal Reserve System a certified copy of a resolution 
of its board of directors signifying such desire. Upon receipt of such 
a resolution, the Board of Governors of the Federal Reserve System, 
after satisfying itself that such bank has been relieved in accordance 
with State law of all duties as trustee, executor, administrator, regis- 
trar of stocks and bonds, guardian of estates, assignee, receiver, com- 
mittee of estates of lunatics or other fiduciary, under court, private, or 
other appointments previously accepted under authority of this sub- 
section, may, in its discretion, issue to such bank a certificate certify- 
ing that such bank is no longer authorized to exercise the powers 
oranted by this subsection. Upon the issuance of such certificate by 
the Board of Governors of the Federal Reserve System, such bank 
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(1) shall no longer be subject to the provisions of this subsection or 
the regulations of the Board of Governors of the Federal Reserve 
System made parsuant thereto, (2) shall be entitled to have returned 
to it any securities Which it may have deposited with the State authori- 
ties for the protection of private or court trusts, and (3) shall not 
exercise thereafter any of the powers granted by this subsection with- 

out first applying for and obtaining a new permit to exercise such 
powers pursuant to the provisions of this subsection. The Board of 
Governors of the Federal Reserve System is authorized and empow- 

ered to promulgate such regulations as it may deem necessary to en 

force compliance with the provisions of this subsection and the proper 
exercise of the powers granted therein. 

Src. 371 (Federal Reserve Act, sec. 24, pars. 1, 2,3. Any national 
banking association may make real estate loans secured by first liens 
upon improved real estate, eiiuding improved farm land and im- 
proved business and residential properties. A loan secured by real 
estate within the meaning of this section shall be in the form of an 
obligation or obligations secured by a mortgage, trust deed, or other 
instrument upon real estate, which shall constitute a first lien on real 
estate in fee simple or, under such rules and regulations as may be pre- 
scribed by the Comptroller of the Currency, on a leasehold (1) under 
a lease for not less than ninety-nine years which is renewable or (2) 
under a lease having a period ‘of not less than fifty years to run from 
the date the loan is made or acquired by the national banking associa- 
tion, and any national banking assciation may purchase any obligation 
so secured when the entire amount of such obligation is sold to the 
association. The amount of any such loan hereafter made shall not 
exceed 50 per centum of the appraised value of the real estate offered 
as security and no such loan shall be made for a longer term than five 
years ; except that (1) any such loan may be made in an amount not 
to exceed 6624 per centum of the appraised value of the real estate 
offered as security and for a term not longer than ten years if the loan 
is secured by an amortized mortgage, deed of trust, or other such 
instrument under the terms of which the installment payments are 
sufficient to amortize 40 per centum or more of the principal of the loan 
within a period of not more than ten years, (2) any such loan may be 
made in an amount not to exceed 6624 per centum of the appraised 

value of the real estate offered as security and for a term not longer 
ean twenty years if the loan is secured by an amortized mortgage, 
deed of trust; or other such instrument under the terms of which the 
installment payments are sufficient to amortize the entire principal of 
the loan within a period of not more than twenty years, and (3) the 
foregoing limitations and restrictions shall not prevent the renewal or 
extension of loans heretofore made and shall not apply to real estate 
loans which are insured under the provisions of title IT, title VI, title 
VIII, section 8 of title I, or title IX of the National Housing Act or 
which are insured by the Secretary of Agriculture pursuant to title I 
of the Bankhead-Jones Farm Tenant Act, or the Act entitled “An 
Act to promote conservation in the arid and semiarid areas of the 
United States by aiding in the development of facilities for water 
storage and utilization, and for other purposes”, approved August 28, 
1937, as amended. No such association shall make such loans in an 
aggregate sum in excess of the amount of the capital stock of such 
association paid in and unimpaired plus the amount of its unimpaired 
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surplus fund, or in excess of 60 per centum of the amount of its time 
and savings deposits, whichever is the greater. Any such association 
may continue hereafter as heretofore to receive time and savings de- 
posits and to pay interest on the same, but the rate of interest which 
such association may pay upon such time deposits or upon savings or 
other deposits shall not exceed the maximum rate authorized by law 
to be paid upon such deposits by State banks or trust companies 
organized under the laws of the State in which such association is 
located. 

Any national banking association may make real-estate loans secured 
by first liens upon forest tracts which are properly managed in all re- 
spects. Such loans shall be in the form of an obligation or obligations 
secured by mortgage, trust deed, or other such instrument; and any 
national banking association may purchase any obligation so secured 
when the entire amount of such cbligation is sold to the association: 
The amount of any such loan shall not exceed 40 per centum of the 
appraised value of the economica:ly marketable timber offered as se- 
curity and the loan shall be made upon such terms and conditions as 
to assure that at no time shall the loan balance exceed 40 per centum of 
the original appraised value of the economically marketable timber 
then remaining. Nosuch loan shall be made for a longer term than two 
years; except that any such loan may be made for a term not longer 
than ten years if the loan is secured by an amortized mortgage, deed of 
trust, or other such instrument under the terms of which the install- 
ment payments are sufficient to amortize the principal of the loan with- 
in a period of not more than ten years and at a rate of at least 10 per 
centum ‘per annum. All such loans secured by first liens upon forest 
tracts shall be included in the permissible aggregate of all real estate 
loans prescribed in the preceding paragraph, but no national banking 
association shall make forest-tract loans in an aggregate sum in ex- 
cess of 50 per centum of its capital stock paid in and unimpaired plus 
50 per centum of its unimpaired surplus fund, 

Loans made to finance the construction of residential or farm build- 
ings and having maturities of not to exceed nine months, whether or 
not secured by a mortgage or similar lien on the real estate upon which 
the residential or farm building is being constructed, shall not be con- 
sidered as loans secured by real estate within the meaning of this sec- 
tion but shall be classed as ordinary commercial loans: Provided, 
That no national banking association shall invest in, or be liable on, 
any such loan in an aggregate amount in excess of 50 per centum of its 
actually paid-in and unimpaired capital. Notes representing such 
loans shall be eligible for discount as commercial paper within the 
terms of section 13 of the Federal Reserve Act, as amended, if accom- 
panied by a valid and binding agreement to advance the full amount 
of the loan upon the completion of the building entered into by an 
individual, partnership, association, or corporation acceptable to the 
discounting bank. 

Loans made to established industrial or commercial businesses (a) 
which are in whole or in part discounted or purchased or loaned against 
as security by a Federal Reserve bank under the provisions of section 
13b of this Act, (b) for any part of which a commitment shall have 
been made by a Federal Reserve bank under the provisions of said 
section, (c) in the making of which a Federal Reserve bank partici- 
pates under the provisions of said section, or (d) in which the Recon- 
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struction Finance Corporation or the Housing and Home Finance Ad- 
ministrator or the Small Business Administration cooperates or pur- 
chases a participation under the provisions of the Reconstruction Fi- 
nance Corporation Act, as amended, or of section 102 or 102a of the 
Housing Act of 1948, as amended, or of the Small Business Act of 1953, 
shall not be subject to the restrictions or limitations of this section upon 
loans secured by real estate. 

Sec. 371a (Federal Reserve Act, sec. 19, par. 12). No member bank 
shall directly or indirectly, by any device whatsoever, pay any interest 
on any deposit which is payable on demand: Provided, That nothing 
herein contained shall be construed as prohibiting the payment of in- 
terest in accordance with the terms of any certificate of deposit or 
other contract entered into in good faith which is in force on the date 
on which the bank becomes subject to the provisions of this para- 
graph; but no such certificate of deposit or other contract shall be re- 
newed or extended unless it shall be modified to conform to this para- 
graph, and every member bank shall take such action as may be neces- 
sary to conform to this paragraph as soon as possible consistently with 
its contractual obligations: Provided further, That this paragraph 
shall not apply to any deposit of such bank which is payable only at an 
office thereof located outside of the States of the United States and the 
District of Columbia: Provided further, That until the expiration of 
two years after the date of the enactment of the Banking Act of 1935 
this paragraph shall not apply (1) to any deposit made by a savings 
bank as defined in section 12 B of this Act, as amended, or by a mutual 
savings bank, or (2) to any deposit of public funds made by or on 
behalf of any State, county, school district, or other subdivision or 
municipality, or to any deposit of trust funds if the payment of in- 
terest with respect to such deposit of public funds or of trust funds 
is required by Statelaw. So much of existing law as requires the pay- 
ment of interest with respect to any funds deposited by the United 
States, by any territory, District, or possession thereof (including 
the Philippine Islands), or by any public instrumentality, agency, 
or officer of the foregoing, as is inconsistent with the provisions of this 
section as amended, is hereby repealed. 

Src. 371b (Federal Reserve Act, sec. 19, par. 13). The Board of 
Governors of the Federal Reserve System shall from time to time 
limit by regulation the rate of interest which may be paid by member 
banks on time and savings deposits, and shall prescribe different rates 
for such payment on time and savings deposits having different matu- 
rities, or subject to different conditions respecting withdrawal or re- 
payment, or subject to different conditions by reason of different 
locations, or according to the varying discount rates of member banks 
in the several Federal Reserve districts. No member banks shall 
pay any time deposit before its maturity except upon such conditions 
and in accordance with such rules and regulations as may be prescribed 
by the said Board, or waive any requirement of notice before payment 
of any savings deposit oe as to all savings deposits having the 
same requirement: Provided, That the provisions of this paragraph 
shall not apply to any deposit which is payable only at an office of a 
member bank located outside of the States of the United States and 
the District of Columbia. 

Sec. 371¢c (Federal Reserve Act, sec. 23A, pars. 1-3). No member 
bank shall (1) make any loan or any extension of credit to, or pur- 
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chase securities under repurchase agreement from, any of its affiliates, 
or (2) invest any of its funds in the capital stock, bonds, debentures, 
or other such obligations of any such affiliate, or (3) accept the capital 
stock, bonds, debentures, or other such obligations of any such affiliate 
as collateral security for advances made to any person, partnership, as- 
sociation, or corporation, if, in the case of any such affiliate, the ag- 
gregate amount of such loans, extensions of credit, repurchase agree- 
ments, investments, and advances against such collateral security will 
exceed 10 per centum of the capital stock and surplus of such member 
bank, or if, in the case of all such affiliates, the aggregate amount of 
such loans, extensions of credits, repurchase agreements, investments, 
and advances against such collateral security will exceed 20 per centum 
of the capital stock and surplus of such member bank. 

Within the foregoing limitations, each loan or extension of credit 
of any kind or character to an affiliate shall be secured by collateral in 
the form of stocks, bonds, debentures, or other such obligations having 
a market value at the time of making the loan or extension of credit 
of at least 20 per centum more than the amount of the loan or extension 
of credit, or of at least 10 per centum more than the amount of the 
loan or extension of credit if it is secured by obligations of any State 
or of any political subdivision or agency thereof: Provided, That the 
provisions of this paragraph shall not apply to loans or extensions of 
credit secured by obligations of the United States Government, the 
Federal intermediate credit banks, the Federal land banks, Federal 
Home Loan Banks, or the Home Owners’ Loan Corporation, or by 
such notes, drafts, bills of exchange, or bankers’ acceptances as are 
eligible for rediscount or for purchase by Federal reserve banks. A 
loan or extension of credif to a director, officer, clerk, or other employee 
or any representative of any such affiliate shall be deemed a loan to the 
affiliate to the extent that the proceeds of such loan are used for the 
benefit of, or transferred to, the affiliate. 

For the purpose of this section, the term “affiliate” shall include 
holding-company affiliates as well as other affiliates, and the provi- 
sions of this section shall not apply to any affiliate (1) engaged solely 
in holding the bank premises of the member bank with which it is 
affiliated; (2) engaged solely in conducting a safe-deposit business 
or the business of an agricultural credit corporation or livestock loan 
company ; (3) in the capital stock of which a national banking associa- 
tion is authorized to invest pursuant to section 25 of this Act, as 
amended, or a subsidiary of such affiliate, all the stock of which (ex- 
cept qualifying shares of directors in an amount not to exceed 10 per 
centum) is owned by such affiliate; (4) organized under section 25 (a) 
of this Act, as amended, or a subsidiary of such affiliate, all the stock 
of which (except qualifying shares of directors in an amount not to 
exceed 10 per centum) is owned by such affiliate; (5) engaged solely 
in holding obligations of the United States or obligations fully guar- 
anteed by the United States as to principal and interest, the Federal 
intermediate credit banks, the Federal land banks, the Federal Home 
Loan Banks, or the Home Owners’ Loan Corporation; (6) where the 
affiliate relationship has arisen out of a bona fide debt contracted prior 
to the date of the creation of such relationship; or (7) where the 
affiliate relationship exists by reason of the ownership or control of 
any voting shares thereof by a member bank as executor, administrator, 
trustee, receiver, agent, depositary,or in any other fiduciary capacity, 
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except where such shares are held for the benefit of all or a majority 
of the stockholders of such member banks; but as to any such affiliate, 
member banks shall continue to be subject to other provisions of law 
applicable to loans by such banks and investments by such banks in 
stocks, bonds, debentures, or other such obligations. The provisions 
of this section shall likewise not apply to indebtedness of any affiliate 
for unpaid balances due a bank on assets purchased from such bank or 
to loans secured by, or extensions of credit against, obligations of the 
United States or obligations fully guaranteed by the United States as to 
principal and interest. 

Src. 371d (Federal Reserve Act, sec. 24A, par. 1). Hereafter no 
national bank, without the approval of the Comptroller of the Cur- 
rency, and no State member bank, without the approval of the Board 
of Governors of the Federal Reserve System, shall (1) invest in bank 
premises, or in the stocks, bonds, debentures, or other such obligations 
of any corporation holding the premises of such bank or (2) make 
loans to or upon the security of the stock of any such corporation, if 
the aggregate of all such investments and loans, together with the 
amount of any indebtedness incurred by any such corporation which 
is an affiliate of the bank, as defined in Section 2 of the Banking Act 
of 1933, as amended, will exceed the amount of the capital stock of 
such bank. 

Src. 372. (Federal Reserve Act, sec. 13, par. 7). Any member bank 
may accept drafts or bills of exchange drawn upon it having not 
more than six months sight to run, exclusive of days of grace, which 
grow out of transactions involving the importation or exportation 
of goods; or which grow out of transactions involving the domestic 
shipment of goods provided shipping documents conveying or se- 
curing title are attached at the time of acceptance; or which are 
secured at the time of acceptance by a warehouse receipt or other 
such document conveying or securing title covering readily market- 
able staples. No member bank shall accept, whether in a foreign or 
domestic transaction, for any one person, company, firm, or corpora- 
tion to an amount equal at any time in the aggregate to more than ten 
per centum of its paid-up and unimpaired capital stock and surplus, 
unless the bank is secured by attached documents or by some other 
actual security growing out of the same transaction as the acceptance; 
and no bank shall accept such bills to an amount, equal at any time in 
the aggregate to more than one-half of its paid-up and unimnaired 
capital stock and surplus: Provided, however, That the Board of Gov- 
ernors of the Federal Reserve System, under such general regulations 
as it may prescribe, which shall apply to all banks alike regardless of 
the amount of capital stock and surplus, may authorize any member 
bank to accept such bills to an amount not exceeding at any time in 
the aggregate one hundred per centum of its paid-up and unimpaired 
capital stock and surplus: Provided, further, That the aggregate of 
acceptances growing out of domestic transactions shall in no event 
exceed fifty per centum of such capital stock and surplus. 

Src. 373. (Federal Reserve Act, sec. 13, par. 12). Any member bank 
may accept drafts or bills of exchange drawn upon it having not more 
than three months’ sight to run, exclusive of days of grace, drawn 
under regulations to be prescribed by the Board of Governors of the 
Federal Reserve System by banks or bankers in foreign countries or 
dependencies or insular possessions of the United States for the pur- 


72 STUDY OF BANKING LAWS 


ose of furnishing dollar exchange as required by the usages of trade 
in the respective countries, dependencies, or insular possessions. Such 
drafts or bills may be acquired by Federal reserve banks in such 
amount and subject to such regulations, restrictions, and limitations 
as may be prescribed by the Board of Governors of the Federal Re- 
serve System: Provided, however, That no member bank shall accept 
such draft or bills of exchange referred to this paragraph for any 
one bank to an amount exceeding in the aggregate ten per centum of 
the paid-up and unimpaired capital and surplus of the accepting 
bank unless the draft or bill of exchange is accompanied by documents 
conveying or securing title or by some other adequate security: Pro- 
vided further, That no member bank shall accept such drafts or bills 
In an amount exceeding at any time the aggregate of one-half of its 
paid-up and unimpaired capital and surplus. 

- Sec. 374 (Federal Reserve Act, sec. 19, par. 8). * * * No member 
bank shall act as the medium or agent of a nonmember bank in applying 
for or receiving discounts from a Federal reserve bank under the pro- 
visions of this Act, except by permission of the Board of Governors 
of the Federal Reserve System. 

Src. 374a (Federal Reserve Act, sec. 19, par. 7). No member bank 
shall act as the medium or agent of any nonbanking corporation, 
partnership, association, business trust, or individual in making loans 
on the security of stock, bonds, and other investment securities to 
brokers or dealers in stocks, bonds, and other investment securities. 
Every violation of this provision by any member bank shall be punish- 
able by a fine of not more than $100 per day during the continuance 
of such violation ; and such fine may be collected, by suit or otherwise, 
by the Federal reserve bank of the district in which such member bank 
is located. 

Sec. 375 (Federal Reserve Act, sec. 22 (d)). Any member bank 
may contract for, or purchase from, any of its directors or from any 
firm of which any of its directors is a member, any securities or other 
property, when (and not otherwise) such purchase is made in the regu- 
lar course of business upon terms not less favorable to the bank than 
those offered to others, or when such purchase is authorized by a major- 
ity of the board of directors not interested in the sale of such securities 
or property, such authority to be evidenced by the affirmative vote or 
written assent of such directors: Provided, however, That when any 
director, or firm of which any director is a member, acting for or on 
behalf of others, sells securities or other property to a member bank, 
the Board of Governors of the Federal Reserve System by regulation 
may, in any or all cases, require a full disclosure to be made, on forms 
to be prescribed by it, of all commissions or other considerations 
received, and whenever such director or firm, acting in his or its own 
behalf, sells securities or other property to the bank the Board of 
Governors of the Federal Reserve System, by regulation, may require 
a full disclosure of all profit realized from such sale. 

Any member bank may sell securities or other property to any of its 
directors, or to a firm of which any of its directors is a member, in 
the regular course of business on terms not more favorable to such 
director or firm than those offered to others, or when such sale is 
authorized by a majority of the board of directors of a member bank to 
be evidenced by their affirmative vote or written assent: Provided, 
however, That nothing in this subsection contained shall be construed 
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as authorizing member banks to purchase or sell securities or other 
property which such banks are not otherwise authorized by law to 
purchase or sell. 

Seo, 375a (Federal Reserve Act, sec. 22 (g)). No executive officer 
of any member bank shall borrow from or otherwise become indebted 
to any member bank of which he is an executive officer, and no member 
bank shall make any loan or extend credit in any other manner to any 
of its own executive officers: Provided, That loans made to any such 
officer prior to June 16, 1933, may be renewed or extended for periods 
expiring not more than five years from June 16, 1939, where the board 
of directors of the member ‘bank shall have satisfied themselves that 
such extension or renewal is in the best interest of the bank and that 
tne officer indebted has made reasonable effort to reduce his ob! igation, 
these findings to be evidenced by resolution of the board of directors 

spread upon the minute book of the bank: Provided further, That 
vith the prior approval of a majority of the entire board of directors, 
any atdoea bank may extend credit to any executive officer thereof, 
and such officer may become indebted thereto, in an amount not exceed- 
ing $2,500. If any executive officer of any member bank borrow from 
or if:he be or become indebted to any bank other than a member bank 
of which he is an executive officer, he shall make a written report to 
the board of directors cf the member bank of which he is an executive 
officer, stating the date and amount of such loan or indebtedness, the 
security therefor, and the purpose for which the proceeds have been 
oraretobeused. Borrowing by, or loaning to, a partnership in which 
one or more executive officers of a member bank are partners having 
either individually or together a majority interest in said partnership, 
shall be considered within the prohibition of this subsection. Nothing 
contained in this subsection shall prohibit any executive officer of a 
member bank from endorsing or guaranteeing for the protection of 
such bank any loan or other asset which shall have been previously 
acquired by such bank in good faith or from incurring any indebted- 
ness to such bank for the purpose of protecting such bank against loss 
or giving financial assistance to it. The Board of Governors of the 
Federal Reserve System is authorized to define the term “executive 
officer”, to determine what shall be deemed to be a borrowing, in- 
debtedness, loan, or extension of credit, for the purposes of this sub- 
section, and to prescribe such rules and regulations as it may deem 
necessary to effectuate the provisions of this subsection in accordance 
with its purposes and to prevent evasions of such provisions. Any 
executive officer of a member bank accepting a loan or extension of 
credit. which is in violation of the provisions of this subsection shall 
be subject to removal from office in the manner prescribed in section 
30 of the Banking Act of 1933 (Title 12, U.S. C., sec. 77) : Provided, 
That for each day that a loan or extension of credit made in violation 
of this subsection exists, it shall be deemed to be a continuation of such 
violation within the meaning of said section 30. 

Sec. 376 (Federal Reserve Act, sec. 22(e). No member bank shall 
pay to any director, officer, attorney, or employee a greater 1ate of 
interest on the deposits of such director, officer, attorney, or employee 
than that paid to other depositors on similar deposits with such mem- 
ber bank. 

Sec. 377 (Banking Act of 1933, sec. 20, as amended by Banking Act 
of 1935, sec 302). After one year from the date of the enactment of 
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this Act, no member bank shall be affiliated m any manner described 
in section 2 (b) hereof with any corporation, association, business 
trust, or other similar organization engaged principally in the issue, 
flotation, underwriting, public sale, or distribution at wholesale or 
retail or through syndicate participation of stocks, bonds, debentures, 
notes, or other securities: Provided, That nothing in this paragraph 
shall apply to any such organization which shall have been placed in 
formal liquidation and which shall transact no business except such as 
may be incidental to the liquidation of its affairs. 

For every violation of this section the member bank involved shall 
be subject to a penalty not exceeding $1,000 per day for each day 
during which such violation continues. Such penalty may be assessed 
by the Board of Governors of the Federal Reserve System, in its 
discretion, and, when so assessed, may be collected by the Federal 
reserve bank by suit or otherwise. 

If any such violation shall continue for six calendar months after 
the member bank shall have been warned by the Board of Governors 
of the Federal Reserve System to discontinue the same, (a) in the 
case of a national bank, all the rights, privileges, and franchises 
granted to it under the National Bank Act may be forfeited in the 
manner prescribed in section 2 of the Federal Reserve Act, as amended 
(U.S. C., title 12, sees. 141, 222-2295, 281-286, and 502), or, (b) in the 
case of State member bank, all of its rights and privileges of member- 
ship in the Federal Reserve System may be forfeited in the manner 
prescribed in section 9 of the Federal Reserve Act, as amended 
(U.S. C., title 12, secs, 321-332). 

Sec. 378 (Banking Act of 1933, sec. 21, as amended by Banking Act 
of 1935, sec. 303). (a) After the expiration of one year after the date 
of enactment of this Act it shall be unlawful— 

(1) For any person, firm, corporation, association, business trust, 
or other similar organization, engaged in the business of issuing, 
underwriting, selling, or distributing, at wholesale or retail, or 
through syndicate participation, stocks, bonds, debentures, notes, or 
other securities, to engage at the same time to any extent whatever in 
the business of receiving deposits subject to check or to repayment 
upon presentation of a pass book, certificate of deposit, or other evi- 
dence of debt, or upon request of the depositor: Provided, That the 
provisions of this paragraph shall not prohibit national banks or State 
banks or trust companies (whether or not members of the Federal 
Reserve System) or other financial institutions or private bankers 
from dealing in, underwriting, purchasing, and selling investment 
securities to the extent permitted to national banking associations by 
the provisions of section 5136 of the Revised Statutes, as amended 
(U.S. C., Title 12, sec. 24; Supp. VII, Title 12, sec. 24): Provided 
further, That nothing in this paragraph shall be construed as affecting 
in any way such right as any bank, banking association, savings bank, 
trust company, or other banking institution, may otherwise possess to 
sell, without recourse or agreement to repurchase, obligations, evi- 
dencing loans or real estate; or 

(2) For any person, firm, corporation, association, business trust, 
or other similar organization to engage, to any extent whatever with 
others than his or its officers, agents or employees, in the business of 
receiving deposits subject to check or to repayment upon presentation 
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of a pass book, certificate of deposit, or other evidence of debt, or upon 
request of the depositor, unless such person, firm, corporation, asso- 
ciation, business trust, or other similar organization (A) shall be 
incorporated under, and authorized to engage in such business by, the 
laws of the United States or of any State, Territory, or District, or 
(B) shall be permitted by any State, Territory, or District to engage 
in such business and shall be subjected by the law of such State, Ter- 
ritory, or District to examination and regulation, or (C) shall submit 
to periodic examination by the banking authority of the State, Terri- 
tory, or District where such business is carried on and shall make and 
publish periodic reports of its condition, exhibiting in detail its re- 
sources and liabilities, such examination and reports to be made and 
published at the same times and in the same manner and under the 
same conditions as required by the law of such State, Territory, or Dis- 
trict in the case of incorporated banking institutions engaged in such 
business in the same locality. 

(b) Whoever shall willfully violate any of the provisions of this 
section shall upon conviction be fined not more than $5,000 or impris- 
oned not more than five years, or both, and any officer, director, em- 
ployee, or agent of any person, firm, corporation, association, business 
trust, or other similar organization who knowingly participates in any 
such violation shall be punished by a like fine or imprisonment, or both. 

Sec. 418 (Federal Reserve Act, sec. 16, par. 9). In order to furnish 
suitable notes for circulation as Federal reserve notes, the Comptrol- 
ler of the Currency shall, under the direction of the Secretary of the 
Treasury, cause plates and dies to be engraved in the best manner to 
guard against counterfeits and fraudulent alterations, and shall have 
printed therefrom and numbered such Lone of such notes of the 
denominations of $5, $10, $20, $50, $100, $500, $1,000, $5,000, $10,000 
as may be required to supply the Feder: al. reserve banks. Such notes 
shall be in form and tenor as directed by the Secretary of the Treasury 
under the provisions of this Act and shall bear the distinctive numbers 
of the several Federal reserve banks through which they are issued. 

Src. 419 (Federal Reserve Act, sec. 16, par. 10). When such notes 
have been prepared, they shall be "deposited in the Treasury, or in the 
subtreasury or mint of the United States nearest the place of business 
of each Federal reserve bank and shall be held for the use of such bank 
subject to the order of the Comptroller of the Currency for their 
delivery, as provided by this Act. 

Src. 420 (Federal Reserve Act, sec. 16, par. 11). The plates and dies 
to be procured by the Comptroller of the Currency for the printing 
of such circulating notes shall remain under his control and direction, 
and the expenses necessarily incurred in executing the laws relating to 
the procuring of such notes, and all other expenses incidental to their 
issue and retirement, shall be paid by the Federal reserve banks, and 
the Board of Governors of the Federal Reserve System shall include 
in its estimate of expenses levied against Federal reserve banks a 
sufficient amount to cover the expenses herein ee for. 

Sec. 421 (Federal Reserve Act, sec. 16, par. 12). The examination 
of plates, dies, bed pieces, and so forth, and regulations relating to 
such examination of plates, dies, and so forth, oF btlonal-bank notes 
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provided for in section fifty-one hundred and seventy-four Revised 
Statutes, is hereby extended to include notes herein provided or. 

Sec. 466 (Federal Reserve Act, sec. 19, par. 11). National banks, 
er banks organized under local laws, located in Alaska or in a de- 
pendency or insular possession or any part of the United States out- 
side the continental United States may remain nonmember banks, 
and shall in that event maintain reserves and comply with all the 
conditions now provided by law regulating them; or said banks may, 
with the consent of the Board of Governors of the Federal Reserve 
System, become member banks of any one of the reserve districts, and 
shall in that event take stock, maintain reserves, and be subject to all 
the other provisions of this Act. 

Sec. 481 (U.S. R. S., sec. 5240; Federal Reserve Act, sec. 21, pars. 
2-3). The Comptroller of the Currency, with the approval of the 
Secretary of the Treasury, shall appoint examiners who shall exam me 
every national bank twice in each calendar year, but the Comptroller, 
in the exercise of his discretion, may waive one such examination 
or cause such examinations to be made more frequently if considered 
necessary. The waiver of one such examination as above provided 
shall not be exercised more frequently than once during any two- 
year period. The examiner making the examination of any national 
bank shall have power to make a thorough examination of all the 
affairs of the bank and in doing so he shall have power to administer 


oaths and to examine any of the officers and agents thereof under oath: 


and shall make a full and detailed report of the condition of said bank 
to the Comptroller of the Currency: Provided, That in making the 
examination of any national bank the examiners shall include such 
an examination of the affairs of all its aililiates other than member 
banks as shall be necessary to disclose fully the relations between such 
bank and such affiliates and the effect of such relations upon the affairs 
of such bank; and in the event of the refusal to give any information 
required in the course of the examination of any such affiliate, or in 
the event of the refusal to permit such examination, all the rights, 
privileges, and franchises of the bank shall be subject to forfeiture 
in accordance with section 2 of the Federal Reserve Act, as amended 
(U.S. C., title 12, secs. 141, 222-295, 281-286, and 502). The Comp- 
troller of the Currency shall have power, and he is hereby authorized, 
to publish the report of his examination of any national banking 
association or affiliate which shall not within one hundred and twenty 
days after notification of the recommendations or suggestions of the 
Comptroller, based on said examination, have complied with the same 
to his satisfaction. Ninety days’ notice prior to such publicity shall 
be given to the bank or affiliate. 

The examiner making the examination of any affiliate of a national 
bank shal] have power to make a thorough examination of all the 
affairs of the affiliate, and in doing so he shall have power to admin- 
ister oaths and to examine any of the officers, directors, employees, and 
agents thereof under oath and to make a report of his findings to the 
Comptroller of the Currency. The expense of examinations of such 
affiliates may be assessed by the Comptroller of the Currency upon 
the affiliates examined in proportion to assets or resources held by the 
affiliates upon the dates of examination of the various affiliates, If any 
such affiliate shall refuse to pay such expenses or shall fail to do so 
within sixty days after the date of such assessment, then such expenses 
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may be asessed against the affiliated national bank and, when so 
assessed, shall be paid by such national bank : Provided, however, That, 
if the affiliation is with two or more national banks, such expenses may 
be assessed against, and collected from, any or all of such nation: al 
banks in such proportions as the ¢ ‘omptroller of the Currency may 
prescribe. The examiners and assistant examiners making the exam- 
mations of national banking associations and affiliates thereof herein 
provided for and the chief examiners, reviewing examiners and other 
persons whose services may be required in connection with such exam- 
inations or the reports thereof, shall be employed by the Comptroller 
of the Curency with the approval of the Secretary of the Treasury; 
the employment and compensation of examiners, chief examiners, 
reviewing examiners, assistant examiners, and the other employees of 
the office of the Comptroller of the Currency whose compensation is 
and shall be paid from assessments on banks or affiliates thereof shall 
be without regard to the provisions of other laws applicable to officers 
or employees of the United States. The funds derived from such 
assessments may be deposited by the Comptroller of the Currency in 
accordance with the provisions of section 5234 of the Revised Stat- 
utes (U. S. C., title 12, sec. 192) and shall not be construed to be 
Government funds or appropriated monies; and the Comptroller of 
the Currency is authorized and empowered to prescribe regulations 
governing the computation and assessment of the expenses of exam- 
mations herein provided for and the collection of such assessments 
from the banks and/or affiliates examined. If any affiliate of a na- 
tional bank shall refuse to permit an examiner to make an examination 
of the affiliate or shall refuse to give any information required in the 
course of any such examination, the national bank with which it is 
affiliated shall be subject to a penalty of not more than $100 for each 
day that any such refusal shall continue. Such penalty may be assessed 
by the Comptroller of the Currency and collected in the same manner 
as expenses of examinations. 

Seo. 482. The Comptroller of the Currency shall fix the salaries of 
all bank examiners and make report thereof to Congress. The expense 
of the examinations herein provided for shall be assessed by the Comp- 
troller of the Currency upon national banks in proportion to their 
assets or resources. The assessments may be made more frequently 
than annually at the discretion of the Comptroller of the Currency. 
The annual rate of such assessment shall be the same for all national 
banks, except that banks examined more frequently than twice in one 
calendar year shall, in addition, be assessed the expense of these addi- 
tional examinations. 

In addition to the expense of examination to be assessed by the 
Comptroller of the Currency as heretofore provided, all national banks 
exercising fiduciary powers and all banks or trust companies in the 
District of Columbia exercising fiduciary powers shall be assessed by 
the Comptroller of the Currency for the examination of their fiduciary 
activities a fee adequate to cover the expense thereof. 

Sec. 483 (U.S. R.S., sec. 5240; Federal Reserve Act, sec. 21, par. 5). 
In addition to the examinations made and conducted by the Comp- 

troller of the Currency, every Federal reserve bank may, with the 
approval of the Federal reserve agent or the Board of Governors of 
the Federal Reserve System, pr ovide for special examination of mem- 
ber banks within its district. The expense of stich examinations may, 
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in the discretion of the Board of Governors of the Federal Reserve 
System, be assessed against the banks examined, and, when so assessed, 
shall be paid by the banks examined. Such examinations shall be so 
conducted as'to inform the Federal reserve bank of the condition of 
its member banks and of the lines of credit which are being extended 
by them. Every Federal reserve bank shall at all times furnish to 
the Board of Governors of the Federal Reserve System such informa- 
tion as may be demanded concerning the condition of any member 
bank within the district of the said Federal reserve bank. 

Sec. 484 (U.S. R.S., see. 5240; Federal Reserve Act, sec. 21, par. 6). 
No bank shall be subject to any visitorial powers other than such as are 
authorized by law, or vested in the courts of justice or such as shall 
be or shall have been exercised or directed by Congress, or by either 
House thereof or by any committee of Congress or of either House 
duly authorized. 

Sec. 486 (Federal Reserve Act, sec. 21, par. 9). Whenever member 
banks are required to obtain reports from affiliates, or whenever affili- 
ates of member banks are required to submit to examination, the Board 
of Governors of the Federal Reserve System or the Comptroller of 
the Currency, as the case may be, may waive such requirements with 
respect, to any such report or examination of any affiliate if in the 
judgment of the said Board or Comptroller, respectively, such report 
or examination is not necessary to disclose fully the relations between 
such affiliate and such bank and the effect thereof upon the affairs 
of such bank. 

Sec. 501 (U.S. R. S., see. 5208). It shall be unlawful for any officer, 
director, agent, or employee of any Federal reserve bank, or of any 
member bank as defined in the Act of December 2 23, 1913, known as the 
Federal Reserve Act, to certify any check drawn upon such Federal 
reserve bank or member bank unless the person, firm, or corporation 
drawing the check has on deposit with such Federal reserve bank or 
member bank, at the time such check is certified, an amount of money 
not less than the amount specified in such check. Any check so certified 
by a duly authorized officer, director, agent, or employee shall be a good 
and valid obligation against such F ederal reserve bank or member 
bank: but the act of any officer, director, agent, or employee of any 
such Federal reserve bank or member bank in violation of this section 
shall, in the discretion of the Board of Governors of the Federal 
Reserve System, subject such Federal reserve bank to the penalties 
imposed by section 11, subsection (h), of the Federal Reserve Act, 
and shall subject such member bank if a national bank to the liabilities 
and proceedings on the part of the Comptroller of the Currency pro- 
vided for in section 5234, Revised Statutes, and shall, in the discretion 
of the Board of Governors of the Federal Reserve System, subject any 
other member bank to the penalties imposed by section 9 of said Fed- 

eral Reserve Act for the violation of any of the provisions of said Act. 

Sec. 501a (Federal Reserve Act, sec. 2, pars. 6-7). Should any 
national banking association in the United States now organized fail 
within one year after the passage of this Act to become a member bank 
or fail to comply with any of the provisions of this Act applicable 
thereto, all of the rights, privileges, and franchises of such association 
granted to it under the national-bank Act, or under the provisions of 
this Act, shall be thereby forfeited. Any noncompliance with or vio- 
lation of this Act shall, however, be determined and adjudged by any 
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court of the United States of competent jurisdiction in a suit brought 
for that purpose in the district or territory in which such bank is 
located, under direction of the Board of Governors of the Federal 
Reserve System, by the Comptroller of the Currency in his own name 
before the association shall be declared dissolved. In cases of such 
noncompliance or violation, other than the failure to become a member 
bank under the provisions of this Act, every director who participated 
in or assented to the same shall be held liable in his personal or indi- 
vidual capacity for all damages which said bank, its shareholders, or 
any other person shall have sustained in consequence of such violation. 

Such dissolution shall not take away or impair any remedy against 
such corporation, its stockholders or officers for any liability or penalty 
which shall have been previously incurred. 

Sec. 503 (Federal Reserve Act, sec. 22 (£)). 1f the directors or officers 
of any member bank shall knowingly violate or permit any of the 
agents, officers, or directors of any member bank to violate any of the 
provisions of this section or regulations of the board made under au- 
thority thereof, or any of the provisions of sections 217, 218, 219, 220, 
655, 1005, 1014, 1906, or 1909 of Title 18, United States Code, every 
director and officer participating in or assenting to such violation shall 
be held liable in his personal and individual capacity for all damages 
which the member bank, its shareholders, or any other persons shall 
have sustained in consequence of such violation. 


TAX ON NATIONAL BANK NOTES 


Sec. 541 (U.S. R. S., sec. 5214). In lieu of all existing taxes, every 
association shall pay to the Treasurer of the United States, in the 
months of January and July, a duty of one half of one per centum each 
half year upon the average amount of its notes in circulation. 

Src. 542. That every national banking association having on de- 
posit, as provided by law, bonds of the United States bearing interest 
at the rate of two per centum per annum, issued under the provisions 
of this Act, to secure its dunileninds notes, shall pay to the Treasurer 
of the United States, in the months of January and July, a tax of one- 
fourth of one per centum each half year upon the average amount of 
such of its notes in circulation as are based upon the deposit of said 
two per centum bonds; and such taxes shall be in lieu of existing taxes 
on its notes in circulation imposed by section fifty-two hundred and 
fourteen of the Revised Statutes. 

Sec. 543. * * * Every national banking association having on de- 
posit, as provided by law, such bonds issued under the provisions of 
said section eight of said Act approved June twenty-eight, nineteen 
hundred and two, to secure its circulating notes, shall pay to the Treas- 
urer of the United States, in the months of January and July, a tax 
of one-fourth of one percent each half year upon the average amount 
of such of its notes in circulation as are based upon the deposit of 
said two percent bonds; and such taxes shall be in lieu of existing taxes 
on its notes in circulation imposed by section fifty-two hundred and 
fourteen of the Revised Statutes. 

Src. 544 (U.S. R.S., sec. 5215). In order to enable the Treasurer to 
assess the duties imposed by the preceding section, each association 
shall, within ten days from the first days of January and July of each 
year, make a return, urder the oath of its president or cashier, to the 
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Treasurer of the United States, in such form as the Treasurer may 
prescribe, of the average amount of its notes in circulation, for the 
six months next odiinaiag the most recent first day of January or 
July. Every association which fails so to make such return shall be 
liable to a penalty of two hundred dollars, to be collected either out 
of the interest as it may become due such association on the bonds de- 
posited with the Treasurer, or, at his option, in the manner in which 
penalties are to be collected of other corporations under the laws of 
the United States. 

Sec. 545 (U.S. R.S., sec. 5216). Whenever any association fails to 
make the half-yearly return required by the preceding section, the 
duties to be paid by such association shall be assessed upon the amount 
of notes delivered to such association by the Comptroller of the Cur- 
rency. 

Spc. 546 (U. S. R. S., sec. 5217). Whenever an association fails to 
pay the duties imposed by the three preceding sections, the sums due 
may be collected in the manner provided for the collection of United 
States taxes from other corporations; or the Treasurer may reserve 
the amount out of the interest, as it may become due, on the bonds de- 
posited with him by such defaulting association. 

Sec. 547 (U.S. R. S., sec. 5218). In all cases where an association 
has paid or may pay in excess of what may be or has been found due 
from it, on account of the duty required to be paid to the Treasurer of 
the United States, the association may state an account therefore, 
which, on being certified by the Treasurer of the United States, and 
found correct by the First Comptroller of the Treasury, shall be re- 
funded in the ordinary manner by warrant on the Treasury. 


NATIONAL BANK SHARES 


Src. 548 (U.S. R. S., sec. 5219). The legislature of each State may 
determine and direct, subject to the provisions of this section, the 
manner and place of taxing all the shares of national banking associa- 
tions located within its limits. The several States may (1) tax said 
shares, or (2) include dividends derived therefrom in the taxable 
income of an owner or holder thereof, or (3) tax such associations on 
their net income, or (4) according to or measured by their net income, 
provided the following conditions are complied with: 

1. (a) The imposition by any State of any one of the above four 
forms of taxation shall be in lieu of the others, except as hereinafter 
provided in subdivision (c) of this clause. 

(b) In the case of a tax on said shares the tax imposed shall not be 
at a greater rate than is assessed upon other moneyed capital in the 
hands of individual citizens of such State coming into competition 
with the business of national banks: Provided, That bonds, notes, or 
other evidences of indebtedness in the hands of individual citizens 
not emplayed or engaged in the banking business or investment busi- 
ness and ees merely personal investments not made in com- 
petition with such business, shall not be deemed moneyed capital 
within the meaning of this section. 

(c) In case of a tax on or according to or measured by the net income 
of an association, the taxing State may, except in case of a tax on net 
income, include the entire net income received from all sources, but the 
rate shall not be higher than the rate assessed upon other financial cor- 
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porations nor higher than the highest of the rates assessed by the 
taxing State upon mercantile, manufacturing, and business corpora- 
tions doing business within its limits: Provided, however, That a 
State which imposes a tax on or according to or measured by the net 
income of, or a franchise or excise tax on, financial, mercantile, manu- 
facturing, and business corporations organized under its own laws or 
laws of other States and also imposes a tax upon the income of indi- 
viduals, may include in such individual income dividends from na- 
tional banking associations located within the State on condition that 
it also includes dividends from domestic corporations and may likewise 
include dividends from national banking associations located without 
the State on condition that it also includes dividends from foreign 
corporations, but at no higher rate than is imposed on dividends from 
such other corporations. 

(d) In case the dividends derived from the said shares are taxed, 
the tax shall not be at a greater rate than is assessed upon the net 
income from other moneyed capital. 

2. The shares of any national banking association owned by non- 
residents of any State shall be taxed by the taxing district or by the 
State where the association is located and not elsewhere; and such 
association shall make return of such shares and pay the tax thereon as 
agent of such nonresident shareholders. 

3. Nothing herein shall be construed to exempt the real property of 
associations from taxation in any State or in any subdivision thereof, 
to the same extent, according to its value, as other real property is 
taxed. 

4. The provisions of section 5219 of the Revised Statutes of the 
United States as heretofore in force shall not prevent the legalizing, 
ratifying, or confirming by the States of any tax heretofore paid, 
levied, or assessed upon the shares of national banks, or the collecting 
thereof, to the extent that such tax would be valid under said section. 


NOTES AS COLLATERAL 


Sec. 582 (U.S. R. S., sec. 5207).—No national banking association 
shall hereafter offer or receive United States notes or national-bank 
notes as security or as collateral security for any loan of money, or 
for a consideration agree to withhold the same from use, or offer or 
receive the custody or promise of custody of such notes as security, 
or as collateral security, or consideration for any loan of money. Any 
association offending against the provisions of this section shall be 
deemed guilty of a misdemeanor, and shall be fined not more than one 
thousand dollars and a further sum equal to one-third of the money 
so loaned. The officer or officers of any association who shall make 
any such loan shall be liable for a further sum equal to one-quarter of 
the money loaned; and any fine or penalty incurred by a violation of 
this section shall be recoverable for the benefit of the party bringing 
such suit. 

FOREIGN BANKING 


Sec. 601 (Federal Reserve Act, sec. 25, pars. 1-5).—Any national 


banking association possessing a capital and surplus of $1,000,000 or 


more may file application with the Board of Governors of the Federal 
Reserve System for permission to exercise, upon such conditions and 
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under such regulations as may be prescribed by the said board, either 
or both of the following powers: 

First. To establish branches in foreign countries or dependencies 
or insular possessions of the United States for the furtherance of the 
foreign commerce of the United States, and to act if required to do 
so as fiscal agents of the United States. 

Second. To invest an amount not exceeding in the aggregate ten 
per centum of its paid-in capital stock and surplus in the stock of one 
or more banks or corporations chartered or incorporated under the 
laws of the United States or of any State thereof, and principally en- 
gaged in international or foreign banking, or banking in a dependency 
or insular possession of the United States either directly or through 
the agency, ownership, or control of local institutions in foreign coun- 
tries, or in such dependencies or insular possessions. Until January 1, 
1921, any national banking associations, without regard to thc amount 
of its capital and surplus, may file application with the Board of 
Governors of the Federal Reserve System for permission, upon such 
conditions and under such regulations as*may be prescribed by said 
board, to invest an amount not exceeding in the aggregate 5 per centum 
of its paid-in capital and surplus in the stock of one or more corpora- 
tions chartered or incorporated under the laws of the United States 
or of any State thereof and, regardless of its location, principally en- 
gaged in such phases of international or foreign financial operations as 
may be necessary to facilitate the export of goods, wares, or merchan- 
dise from the United States or any of its dependencies or insular pos- 
sessions to any foreign country: Provided, however, That in no event 
shall the total investments authorized by this section by any one na- 
tional bank exceed 10 per centum of its capital and surplus. 

Such application shall specify the name and capital of the banking 
association filing it, the powers applied for, and the place or places 
where the banking or financial operations proposed are to be carried 
on. The Board of Governors of the Federal Reserve System shall 
have power to approve or to reject such application in whole or in part 
if for any reason the granting of such application is deemed inex- 
pedient, and shall also have power from time to time to increase or 
decrease the number of places where such banking operations may be 
carried on. 

Src. 602 (Federal Reserve Act, sec. 25, par. 6).—Every national 
banking association operating foreign branches'shall be required to 
furnish information concerning the condition of such branches to the 
Comptroller of the Currency upon demand, and every member bank 
investing in the capital stocks of banks or corporations described 
above shall be required to furnish information concerning the con- 
dition of such banks or corporations to the Board of Governors of 
the Federal Reserve System upon demand, and the Board of Gov- 
ernors of the Federal Reserve System may order special examinations 
of the said branches, banks, or corporations at such time or times as 
it may deem best. 

Sec. 603 (Federal Reserve Act, sec. 25, par. 7).—Before any na- 
tional bank shall be permitted to purchase stock in any such corpora- 
tion the said corporation shall enter into an agreement or undertaking 
with the Board of Governors of the Federal Reserve System to restrict 
its operations or conduct its business in such manner or under such 
limitations and restrictions-as the said board may prescribe for the 
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place or places wherein such business is to be conducted. If at any 
time the Board of Governors of the Federal Reserve System shall as- 
certain that the regulations prescribed by it are not being complied 
with, said board is hereby authorized and empowered to institute an 
investigation of the matter and to send for persons and papers, sub- 
poena witnesses, and administer oaths in order to satisfy itself as to 
the actual nature of the transactions referred to. Should such in- 
vestigation result in establishing the failure of the corporation in 
question, or of the national bank or banks which may be stockholders 
therein, to comply with the regulations laid down by the said Board 
of Governors of the Federal Reserve System, such ne ational bs anks may 
he required to dispose of stock holdings in the said corporation upon 
; S 

reasonable notice. 

Src. 604 (Federal Reserve Act, sec. 25, par. 8).—Every such na- 
tional banking association shall conduct the accounts of each foreign 
branch independently of the accounts of other foreign branches estab- 

lished by it and of its home office, and shall at the end of each fiscal 
period transfer to its general ledger the profit or loss accrued at each 
branch as a separate item. 


NATIONAL AGRICULTURAL CREDIT CORPORATION 


Sec. 1151. Corporations for the purpose of providing credit facih- 
ties for the agricultural and livestock industries of the United States, 
to be known as National Agricultural Credit Corporations, may be 
formed by any number of natural persons not less in any case than 
five. Such persons shall enter into articles of association which shall 
specify the object for which the corporation is formed. Such articles 
of association shall be signed by the persons intending to participate 
in the organization of the corporation and be forwarded to the Comp- 
troller of the Currency to be filed and preserved in his office. 

Sec. 1151a. After the date of the enactment of this Act, no national 
agricultural credit corporation shall be formed under the provisions 
of the title II of the Agricultural Credits Act of 1923. 

Sec. 1161. Persons signing such articles of association shall make 
an organization certificate which shall specifically state the name of 
the corporation to be organized, the_place where its office is to be lo- 
cated, the State or States in which its operations are to be carried on, 
the amount of its rapital stock, and the number of shares into which 
the same shall be divided, and that the certificate is made to enable 
the subscribers to avail themselves of the advantages of this chapter. 

Sec. 1162. The name of each corporation or ganized under this title 
shall include the words “National Agricultur al Credit C orporation.” 

Sec. 1163. The organization certificate and articles of association 
shall be acknowledged before some judge of a court of record or notary 
public and shall, together with the acknowledgement thereof duly 
authenticated by the seal of such court or notar Vs “be transmitted to the 
Comptroller of the Currency, who shall file, record, and carefully pre- 
serve the same in his office. 

Sec. 1171. Upon making and filing the articles of association and 
organization certificate with the Comptroller of the Currency, and 
when the Comptroller of the Currency has approved the same and 
issued a written permit to begin business, the corporation shall be and 
become a body corporate, and shall have power— 
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(1) To adopt and use a corporate seal. 

(2) To have succession for a period of fifty years unless sooner»dis- 
solved by the act of shareholders owning two-thirds of its stock or by 
Act of Congress or unless its charter shall be forfeited for violation 
of law. 

(3) To make contracts. 

(4) Tosue and be sued, complain and defend in any court of law or 
equity, and for purposes of jurisdiction shall be deemed a citizen of 
the State where it is located. 

(5) To elect or appoint directors and by its board of directors to 
appoint such officers and employees as may be deemed proper; to de- 
fine their authority and duties; to fix their salaries; in its discretion 
to require bonds of any of them and to fix the penalty thereof; and to 
dismiss at pleasure any of such officers or employees. 

(6) To prescribe by its board of directors by-laws not inconsistent 
with law or the regulations of the Comptroller of the Currency defin- 
ing the manner in which its general business may be conducted, its 
shares of stock be transferred, its directors and officers be elected or 
appointed, its property transferred, and the privileges granted to it 
by law be exercised and enjoyed. 

(7) To exercise by its board of directors or duly authorized officers 
or agents all powers specifically granted by the provisions of this 
chapter, and such incidental powers as shall be necessary to carry on 
the business for which it is incorporated, within the limitations pre- 
scribed by this chapter, but such corporation shall transact no busi- 
ness except such as is incidental and necessarily preliminary to its 
organization until authorized in writing by the Comptroller of the 
Currency to commence business under the provisions of this chapter. 

(8) The affairs of each National Agricultural Credit Corporation 
shall be managed by not less than five directors, who shall be elected 
by the stockholders at a meeting to be held at any time before the cor- 
poration is authorized by the Comptroller of the Currency to com- 
mence business, and afterwards at meetings to be held on such day in 
January of each year as may be provided in the articles of associa- 
tion. The directors so elected shall hold office for one year, and until 
their successors are elected and have qualified. Every director and 
other officer of the corporation shall, before entering upon the duties 
of his office, take and subscribe an oath before a notary public or other 
official having a seal and authorized to administer oaths, conditioned 
for the faithful performance of the duties of his office. Such oath 
shall be in such form as may be prescribed by the Comptroller of the 
Currency, and shall be filed in the office of the Comptroller of the 
Currency. Any vacancy in the board shall be filled by appointment 
by the remaining directors, and any director so appointed shall hold 
his place until the next election. 

Sec. 1172. Each National Agricultural Credit Corporation shall 
have power, under such rules and regulations as the Comptroller of 
the Currency may prescribe— 

(1) To make advances upon, to discount, rediscount, or purchase, 
and to sell or negotiate, with or without its indorsement or guaranty, 
notes, drafts, or bills of exchange, and to accept drafts or bills of ex- 
change, which— 

(A) Are issued or drawn for an agricultural purpose, or the pro- 
ceeds of which have been or are to be used for an agricultural purpose; 
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(B) Have a maturity, at the time of discount, purchase, or accept- 
ance, not exceeding nine months; and 

(C) Are sameeal at the time of discount, purchase, or acceptance 
by warehouse receipts or other like documents conveying or secur- 
ing title to nonperishable and readily marketable agricultural 
products, or by chattel mortgages, or other like instruments confer- 
ring a first and paramount lien upon livestock which is being fattened 
for market, or an agricultural crops being grown for market. 

(2) To make advances upon or to discount, rediscount, or purchase, 
and to sell or negotiate with or without its indorsement or guaranty, 
notes secured by chattel mortgages conferring a first and paramount 
lien upon maturing or breeding livestock or dairy herds, and having 
a maturity at the time of discount, rediscount, or purchase not exceed- 
ing three years. 

(3) To subscribe for, acquire, own, buy, sell, and otherwise deal in 
Treasury certificates of indebtednesss, bonds or other obligations of 
the United States to such extent as its board of directors may deter- 
mine. 

(4) To act, when requested by the Secretary of the Treasury, as 
fiscal agent of the United States, and to perform such services as the 
Secretary of the Treasury may require in connection with the issue, 
sale, redemption or repurchase of bonds, notes, Treasury certificates 
of indebtedness, or other obligations of the United States. 

(5) To purchase, hold, acquire, and dispose of shares of the capital 
stock of any corporation organized under the provisions of section 
207, of this title, in an amount not to exceed at any time 20 per centum 
of its paid in and unimpaired capital and surplus. 

(6) To purchase, hold, and convey real estate for the following 
purposes, and for no others: 

(A) Such as shall be necessary for its accommodation in the trans- 
action of its business. 

(B) Such as shall be mortgaged to it in good faith by way of se- 
curity for debts previously contracted. 

(C) Such as shall be conveyed to it in satisfaction of loans or ad- 
vances made or debts previously contracted in the course of its dealings. 

(D) Such as it shall purchase at sales under judgments, decrees, 
or mortgages held by the corporation or shall purchase to secure debts 
due to it. 

(7) To act as custodian, trustee, or agent for holders of notes, drafts, 
or bills of exchange sold or negotiated under paragraphs (1) and (2) 
of subdivision (a) of this section or under section 207. 

(8) To issue, subject to such regulations as the Comptroller of the 
Currency may prescribe, collateral trust notes or debentures, with a 
maturity not exceeding three years, and to pledge as security for 
such notes or debentures any notes, drafts, bills of exchange, or other 
securities held by the corporation under the terms of this chapter. 
The regulations of the Comptroller of the Currency may prescribe the 
form of notes of debentures, and of notes, drafts, bills of exchange, 
warehouse receipts, chattel mortgages, or other instruments which 
may be pledged as security therefor, the provisions which may be 
made with regard to release, substitution, or exchange of such securi- 
ties, and with regard to protection, supervision, inspection, and rein- 
spection of the agricultural commodities of livestock pledged or mort- 
gaged as security therefor. 
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Sec. 1181. The United States Government shall assume no liability, 
direct or indirect, for any debentures or other obligations issued under 
this chapter, and all such debentures and other obligations shall con- 
tain conspicuous and appropriate language, to be prescribed in form 
and substance by the Comptroller of the Currency and approved by 
the Secretary of the Treasury, clearly indicating that no such lability 
is assumed. 

Sec. 1182. Any obligation referred to in paragraphs (1) or (2) of 
subdivision (a) of this section which is secured by chattel mortgage 
upon livestock of an estimated market value at least equal to the face 
amount of such obligation, may be additionally secured by mortgage 
or deed of trust upon real estate or by other securities, under such 
regulations as may be made by the Comptroller of the Currency. 

Sec. 1191. Except as hereinafter provided in section 207 of this 
title, no National Agricultural Credit Corporation shall incur liabili- 
ties, whether direct or contingent, in excess of ten times its paid in and 
unimpaired capital and surplus; nor shall any such corporation make 
advances to or hold notes or other direct obligations of any person or 
corporation, or have outstanding acceptances for any person or cor- 
poration, in an amount exceeding 20 per centum of the paid in and 
unimpaired capital and surplus of such corporation, unless such ad- 
vances, notes, acceptances, or other obligations are adequately secured 
by warehouse receipts representing readily marketable and non- 
perishable agricultural commodities, in which event the amount of 
such advances to, or notes or other direct obligations of, or accept- 
ances for, such one person, association, or corporation shall not 
exceed 50 percentum of such paid in and unimpaired capital and 
surplus. No such corporation shall purchase, own, or deal in any 
livestock except livestock taken in the course of liquidation of 
obligations held by it. 

Sec. 1201. Any National Agricultural Credit Corporation may 
charge on any loan or discount made, or upon any note, bill of ex- 
change, or other evidence of debt, interest at the rate allowed by the 
laws of the State in which such corporation is located. 

Sec. 1202. The taking, receiving, reserving, or charging a rate of 
interest greater than is allowed by the preceding section, when know- 
ingly done, shall be deemed a forfeiture of the entire interest which 
the note, bill, or other evidence of debt carries with it or which has 
been agreed to be paid thereon. In case the greater rate of interest 
has ben paid, the person by whom it has been paid, or his legal repre- 
sentative, may recover back in an action in the nature of an action for 
debt twice the amount of the interest thus paid from the corporation 
taking or receiving the same, provided such action is commenced 
within two years from the time the usurious interest was collected. 

Sec. 1211. No National Agricultural Credit Corporation shall be 
permitted to commence business with a paid-in capital of less than 
$250,000, and no permit to begin business shall be issued to any such 
corporation by the Comptroller of the Currency until there shall have 
been filed with him a certificate signed by the president or treasurer 
and by individuals comprising a majority of the board of directors of 
such corporation showing that at least 50 per centum of the authorized 
capital stock of such corporation has been paid in in cash; and the 
remainder of the capital stock of such corporation shall be paid in in- 
stallments of at least 10 per centum each on the whole amount of the 
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capital, and the entire authorized capital stock shall be paid in within 
six months from the date upon which such corporation shall be author 

ized by the Comptroller of the Currency to commence business. ‘The 
payment of each installment shall be certified to the Comptroller of 
the Currency under oath by the president or cashier of such corpora- 

tion. 

Src. 1212. The capital stock of any such corporation may be in- 
creased at any time with the approval of the Comptroller of the 
Currency by a vote of two-thirds of the holders of its issued and 
outstanding capital stock, or by written consent of all of its share- 
holders without a meeting and without a formal vote; and may be 
reduced in like manner: Provided, That in no event shall such capital 
stock be reduced to an amount less than one-tenth of its then outstand- 
ing indebtedness, direct or contingent, or to an amount less than 
$250,000, nor without at the same time reducing proportionately out- 
standing liabilities. No National Agricultural Credit Corporation, 
except as herein provided, shall w ithdraw or permit fo be withdr: awn, 
either in the form of dividends or otherwise, any portion of its paid-in 

capital, and section 5240 of the Revised Statutes, prohibiting the pay- 

ment of unearned dividends or the withdrawal of capital of national 
banks, shall be held to apply to National Agricultural Credit Corpo- 
rations. 

Src. 1213. The provisions and limitations contained in section 5139 
of the Revised Statutes, relative to transfer of the shares of the capital 
stock of national banks, shall apply to National Agricultural Credit 
Corporations. 

Src. 1214. Whenever any shareholder or his assign fails, upon de- 
mand of the Comptroller of the Currency, to pay his subse ription or 
any part thereof on stock of any Nation: al Agricultural Cre dit Cor po- 

ration subscribed to by him, the directors of the corporation, after 
fifteen days’ notice, shall proceed in the manner prescribed by section 
5141 of the Revised Statutes for the collection of unpaid subscriptions 
to stock of national banks. 

Sec. 1215. Section 5144 of the Revised Statutes, which relates to the 
right of shareholders of national banks to vote by proxy, shall be held 
to apply to shareholders of National Agricultural Credit Corpora- 
tions. 

Sec. 1221. That National Agricultural Credit Corporations having 
an aoa capital stock of $1,000,000 or over may be organized 
under the provisions of this title, to exercise all the powers enumerated 
in section 203, except that in heu of the powers conferred in para- 
graphs (1) and (2) of subdivision (a) of such section, such niet! 
tions shall have powers— 

(1) Upon the indorsement of any National Agricultural Credit Cor- 
bee ation, or of any bank or trust company which is a member of the 

Federal Reserve System, to rediscount for such corporation, bank, or 
trust company, notes, drafts, bills of exchange, and acceptances, which 
conform to the requirements of paragraphs (1) and (2) subdivision 

(a) of section 203. Such indorsement shall be deemed to be a waiver 
of demand notice and protest by such corporation as to its own indorse- 
ment exclusively. 

(2) To discount or purchase notes, drafts, or bills of exchange issued 
or drawn by cooperative associations of producers of agricultural 
products, provided such notes, drafts, or bills of exchange are secured 
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at the time of discount or purchase by warehouse receipts or other like 
documents conveying or securing title to nonperishable and readily 
marketable agricultural products, and have a maturity at the time of 
discount or purchase not exceeding nine months. 

(3) To sell or negatiate with or without recourse any note, draft, or 
bill of exchange discounted or purchased hereunder. 

Src. 1222. National Agricultural Credit Corporations organized 
under the provisions of this section, shall not be subject to the limita- 
tions contained in section 204, but the Comptroller of the Currency 
may, by general regulations, from time to time prescribe the amount 
of indebtedness, direct or contingent, which such corporations ma 
incur, and the aggregate amount of paper of different types whic 
such corporations may rediscount for any one corporation. 

Src. 1223. Corporations with powers limited, as provided in this 
section, shall not be subject to the requirements as to deposit of bonds 
or other obligations of the United States, as provided in section 208 
of this title. 

Sec. 1231. No National Agricultural Credit Corporation, except 
corporations with powers limited as provided in section 207 shall com- 
mence business until it has deposited with the Federal Reserve Bank 
of the district wherein it has its place of business, bonds or other obli- 
gations of the United States in an aggregate face amount at least 25 
per centum of its paid-in capital stock. Each such corporation shall 
at all times keep on deposit with such Federal Reserve Bank an 
amount of such bonds or other obligations of the United States at 
least equal in face value to 714 per centum of the aggregate indebt- 
edness of such corporation, direct or contingent, said amount to in- 
clude the 25 per centum deposited as hereinbefore by this section 
provided. Except as hereinafter provided, such bonds or other obli- 
gations shall be held by such Federal Reserve Bank, subject to 
the direction and control of the Comptroller of the Currency, in 
trust for the equal and pro rata protection and benefit of all hold- 
ers of notes, debentures, drafts, bills of exchange, or acceptances 
upon which such corporation may be directly or contingently liable. 
Upon receipt of proper evidence that the amount of such bonds or 
other obligations of the United States so deposited exceeds 714 per 
centum of such aggregate indebtedness, the Comptroller of the Cur- 
rency may release such excess, provided that the amount remaining 
on deposit shall in no event be reduced below 25 per centum of the 
paid-in capital stock of such corporation. Under such regulations as 
the Comptroller of the Currency may prescribe, a Federal Reserve 
Bank may, upon request of the corporation which deposited the same, 
sell any such bonds or obligations for account of such corporation, 
and permit such corporation to use the proceeds thereof for the pro- 
tection or preservation of any property pledged or mortgaged as se- 
curity for obligations owned or indorsed by the corporation. If by 
reason of such sale the face amount of such bonds or other obliga- 
tions of the United States remaining on deposit with such Federal 
Reserve Bank shall be less than 714 per centum of such aggregate 
indebtedness of the corporation, no further advances shall be made, 
or notes, drafts, or bills of exchange discounted, rediscounted, ac- 
cepted, or purchased, by such corporation until sufficient additional 
bonds or other obligations of the United States have been deposited 
to make good the deficiency. 
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Seo. 1232. In determining whether to grant permission to do busi- 
ness to any National Agricultural Credit. Corporation, the Comptrol- 
ler of the Currency shall take into account the extent to which the laws 

of the State or States in which the corporation will do business afford 
adequate protection to advances made upon the security of warehouse 
receipts covering agricultural commodities or chattel mortgages upon 
livestock with respect to (1) bonding, licensing, and inspection of 
warehouses; (2) recordation of chattel mortgages or deeds of trust on 
livestock; (3) recordation of brands or other identifying marks on 
livestock; (4) reporting and recording of interstate shipments and 
slaughter of livestock; and (5) right of mortgagee to release a portion 
of the mortgaged property without prejudice to the priority of lien 
as against junior lienors or other creditors of the mortgagor. 

Sec. 1241. All National Agricultural Credit Corporations shall be 
under the supervision of the Comptroller of the Currency, who shall be 
charged with the execution of all laws of the United States relating to 
the organization, regulation, and control of such corporations. ‘The 
Comptroller of the Currency shall exercise the same general power of 
supervision over such corporations as he exercises over national banks 
organized under the laws of the United States. 

Sec. 1242. The Comptroller of the Currency shall have power to 
levy semiannually upon the National Agricultural Credit Corpora- 
tions operating under the provisions of this chapter, in proportion to 
their total assets, an assessment sufficient to pay the expenses of the 
administration of this chapter for the ensuing half year, together 
with any deficit carried forward from the preceeding half year. Each 
such corporation shall pay the amount so assessed against it to the 
Treasurer of the United States subject to the order of the Comptrol- 
ler of the Currency to be disbursed by the Comptroller in payment of 
expenses incurred in the administration of this chapter. 

Sec. 1243. The Comptroller of the Currency shall have power to 
appoint and fix the compensation of examiners to examine National 
Agricultural Credit Corporations or to use national bank examiners 
for this purpose. All examiners ap, ointed by him shall be subject to 
existing provisions of law relating to national bank examiners and 
to the provisions of the Federal Reserve Act which prohibit national 
bank examiners from performing any service for compensation for 
any bank or officer and from disclosing the names of borrowers or the 
collateral for loans without obtaining the written consent of the 
Comptroller of the Currency, and such provisions shall be held to 
apply to examiners appointed to examine corporations organized 
under the provisions of this chapter. 

Src. 1244, The expense of all of the examinations of National Agri- 
cultural Credit Corporations shall be assessed by the Comptroller of 
the Currency upon the corporations examined in proportion to assets 
or resources ‘held by the corporations upon the dates of examination of 
the various corporations: Provided, That a minimum charge of $50 
shall be made for each such examination. 

Sec. 1246. National Agricultural Credit Corporation shall be re- 
quired to make reports to the Comptroller of the Currency at the 
time and in the manner required by sections 5211 and 5212 of the Re- 
vised Statutes, and shall be subject to the provisions, so far as the 

—— may be held by said Comptroller to be applicable, of section 
3 of the Revised Statutes. 
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Sec. 1247. The Secretary of Agriculture may issue a license to any 
person, upon presenti ition to him of satisfactory evidence that such 
person is competent to inspect livestock as a basis for loans. The 
Secretary of Agriculture may suspend or revoke any license issued by 
him under this subdivision whenever, after opportunity for hearing 
has been given to the licensee, the Secretary shall determine that such 
licensee is incompetent, or has knowingly or carelessly made false or 
erroneous inspection reports with respect to any livestock, or has ac- 
cepted any money or other consideration, directly or indirectly, for 
any neglect or improper performance of duty, or has in any other 
manner shown himself to be unfit to act as a livestock inspector. Pend- 
ing investigation the Secretary of Agriculture, whenever he deems it 
necessary, may suspend a license temporarily without a hearing. It 
shall be unlawful for any person other than a holder of a license duly 
issued under this subdivision, or any person whose license has been 
suspended or revoked under the terms of the subdivision, to represent 
that he is a Federally licensed livestock inspector, and any violation 
of this provision shall be punishable by a fine of not more than $1,000, 
or by —_ isonment for not more than one year, or both. 

Sec. 1249. The Comptroller of the Currency shall allot to the De- 
partment of Agriculture from time to time such sums as may be esti- 
mated to be necessary for the administration of the functions vested 
in that department by this chapter, and may ratably assess the same 
from time to time against National Agricultural Credit C orporations. 

Sec. 1251. Any member bank of the Federal Reserve System may 
file application with the Comptroller of the Currency for permission 
to invest an amount not exceeding in the aggregate 10 per centum of its 
paid-in capital stock and surplus in the stock of one or more of the 
National Agricultural Credit Corporations, and upon approval of 
such application may purchase such stock. The Comptroller of the 
Currency shall have discretion to approve or reject such application in 
whole or in part. 

Src. 1261. Taxation by a State of the shares in National Agricul- 
tural Credit Corporations, or of cores derived therefrom, or of 
the income of said corporations, or real estate owned by them, shall 
be such only as is or may be slihentiol by law in the case of national 
banking associations; and taxation by a State of the debentures or 
other obligations of such corporations shall not be at a higher rate than 
the rate applicable to other moneyed capital in the hands of individual 
citizens thereof. 

Src. 1271. The moneys of National Agricultural Credit Corpora- 
tions may be kept on deposit subject to check in any member bank of 
the Federal reserve system. 

Src. 1281. Any agricultural or livestock financing corporation in- 
corporated by special law of any State or organized under the general 
laws of any State and having an unimpaired c: ipital sufficient to entitle 
it to become a National Agricultural Credit Corporation may, by the 
vote of the shareholders owning not less than 51 per centum of the capi- 
tal stock of such corporation, with the approval of the Comptroller 
of the Currency, be converted into a National Agricultural Credit 
Cornoration under this title with any name approved by the Comp- 
troller of the Curreney: Provided, That the said conversion shall not 


be in contravention ofthe State law. 
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Src. 1282. In such case the articles of association and organization 
certificate may be executed by a majority of the directors of the cor- 
poration, and the certificate shall declare that the owners of 51 per 
centum of the capital stock have authorized the directors to make such 
certificate and to change or convert the corporation into a National 
Agricultural Credit Corporation. A majority of the directors, after 
executing the articles of association and the organization certificate, 

shall have power to execute all other papers and to do whatever may 
be required to make its organization perfect and complete as a Nation: al 
Agricultural Credit Corporation. The shares of any such corporation 
may continue to be for the same amount each as they were before the 
conversion, and the directors may continue to be directors of the 
corporation until others are elected or appointed. 

Sec. 1283. When the Comptroller of the Currency has given to such 
corporation a certificate that the provisions of this title have been 
complied with, such corporation, and all its stockholders, owners, and 
employees, shall have the same powers and privileges and shall be sub- 
ject to the same duties, liabilities, and regulations, in all respects, as 
shall have been prescribed by this title ‘for corporations originally 
organized as National Agricultural Credit Corporations. 

Sec. 1291. Any two or more National Agricultural Credit Corpora- 
tions, with the approval of the Comptroller of the Currency, may 
consolidate into one corporation under the charter of either or any of 
the existing corporations on such terms and conditions as may be law- 
fully agreed upon by a majority of the board of directors of each 
corporation proposing to consolidate, such agreement to be ratified and 
confirmed by the affirmative vote of the shareholders of each of such 
corporations owning at least two-thirds of its capital stock outstand- 
ing, at a meeting to be held on the call of the directors after publishing 
notice of the time, place, and object of the meeting for four consecutive 
weeks in some newspaper published in the place where the said corpora- 
tion is located, and if no newspaper is published in the place then in a 
paper published nearest thereto, and after sending such notice to each 
shareholder of record by registered mail at least ten days prior to said 
meeting : Provided, That the « capital stock of such consolidated corpo- 
ration shall not be less than $250,000 paid in if the corporations con- 
solidated are organized to exercise the powers covered by section 203, 
or less than $1,000,000 paid in if the corporations consolidated are those 
organized under section 207. 

Src. 1292. When such consolidation shall have been effected and ap- 
proved by the Comptroller of the Currency any shareholder of either 
of the corporations so consolidated who has not voted for such consoli- 
dation may give notice to the board of directors of the corporation in 
which he is interested, within twenty days from the date of the certifi- 
cate of approval of the Comptroller of the Currency, that he dissents 
from the plan of consolidation as adopted and approved, whereupon 
he shall be entitled to receive the value of the shares so held by him, to 
be ascertained by an appraisal made by a committee of three persons, 
one to be selected by the shareholder, one by the directors, and the third 
by the two so chosen; and in case the value so affixed shall not be satis- 
factory to the shareholder, he may within five days after being notified 
of the appraisal appeal to the Comptroller of the Currency, who shall 
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cause a reappraisal to be made, which shall be final and binding; and if 
said reappraisal shall exceed the value affixed by said committee, the 
corporation shall pay the expense of the reappraisal, otherwise the 
appellant shall pay said expense; and the value so ascertained and 
determined shall be deemed to be a debt due and be forthwith paid to 
said shareholder by said corporation, and the shares so paid shall be 
surrendered and after due notice sold at public auction within thirty 
days after the final appraisement provided for by this title. 

Sec. 1293. Where corporations consolidate under the provisions of 
this title all of the rights, franchises, and interest of said corporations 
shall be consolidated in and to every species of property, personal and 
mixed, and choses in action thereto belonging, and shall be deemed to 
be transferred to and vested in the corporation into which it is consoli- 
dated without any deed or other transfer, and the said consolidated 
corporation shall hold and enjoy the same and all rights of property, 
franchises, and interest, in the same manner and to the same extent as 
they were held and enjoyed by the corporations so consolidated there- 


with. 

Sec. 1301. Whenever any National Agricultural Credit Corporation 
shall be dissolved and its rights, privileges, and franchises declared 
forfeited as prescribed in the preceding section, or whenever any 
creditor of any such corporation shall have obtained a judgment 
against it in any court of record and made application accompanied 
by a certificate from the clerk of the court, stating that such judgment 
has been rendered and has remained unpaid for the space of thirty days 
or whenever the Comptroller of the Currency shall become satisfied of 
the insolvency of such corporation, he may, after due examination of its 
affairs in either case, appoint a receiver who shall proceed to wind up 
the affairs of such corporation. The receiver so appointed shall exer- 
cise the powers and be subject to the restrictions of receivers of national 
banks; and the Comptroller of the Currency shall have the same 
powers and duties in connection with the administration of such 
receivership as he has in reference to the receivership of national 
banks. 

Sec. 1302. Shareholders’ agents for shareholders of National Agri- 
cultural Credit Corporations may be appointed in the manner pre- 
scribed by section 3 of the Act of June 30, 1876, as amended, and shall 
have the same general powers and duties and be subject to the same 
restrictions as shareholders’ agents of a national bank. 

Src. 1303. Any National Agricultural Credit Corporation may go 
into liquidation and be closed by the vote of its shareholders owning 
two-thirds of its stock. Whenever a vote is taken to go into liquidation 
it shall be the duty of the board of directors to cause notice of this 
fact to be certified under the seal of the corporation by its president 
or cashier to the Comptroller of the Currency and publication there- 
of to be made for a period of two months in a newspaper published 
in the city or town in which the corporation is located, or if no news- 
paper is there published, in the newspaper published nearest there- 
to, that the corporation is closing up its affairs and notifying the 
creditors to present their claims against the corporation for payment. 
All such claims shall be presented to and approved by a liquidating 
agent to be appointed by the board of directors of such corporation, 
with the approval of the Comptroller of the Currency, and the affairs 
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of such corporation shall be liquidated by such agent and under the 
supervision of the Comptroller of the Currency. 

Sec. 1321. That if any clause, sentence, paragraph, or part of this 
Act shall for any reason be adjudged by any court of competent juris- 
diction to be invalid, such judgment shall not affect, impair, or in- 
validate the remainder of this Act, but shall be confined in its opera- 
tion to the clause, sentence, paragraph, or part thereof directly in- 
volved in the controversy in which such judgment is rendered. _ 

Sec. 1322. The right to amend, alter, or repeal the provisions of 


this title is hereby expressedly reserved. 


PROVISIONS OF FEDERAL DEPOSIT INSURANCE ACT 


Sec. 1828. (c) (Federal Deposit Insurance Act, sec. 18 (c)). With- 
out prior written consent by the Corporation, no insured bank shall 
(1) merge or consolidate with any noninsured bank or institution or 
convert into a noninsured bank or institution or (2) assume liability 
to pay any deposits made in, or similar liabilities of, any noninsured 
bank or institution or (3) transfer assets to any noninsured bank or 
institution in consideration of the assumption of liabilities for any por- 
tion of the deposits made in such insured bank. No insured bank shall 
convert into an insured State bank if its capital stock, or its surplus 
will be less than the capital stock or surplus, respectively, of the con- 
verting bank at the time of the shareholders’ meeting approving such 
conversion, without prior written consent by the Comptroller of the 
Currency if the resulting bank is to be a District bank, or by the Board 
of Governors of the Federal Reserve System if the resulting bank is to 
be a State member bank (except a District bank), or by the Corpora- 
tion if the resulting bank is to be a State nonmember insured bank 
(except a District bank). No insured bank shall (i) merge or con- 
solidate with an insured State bank under the charter of a State 
bank or (ii) assume liability to pay any deposits made in another 
insured bank, if the capital stock or surplus of the resulting or assum- 
ing bank will be less than the aggregate capital stock or aggregate 
surplus, respectively, of all the mean or consolidating banks or of all 
the parties to the assumption of liabilities, at the time of the share- 
holders’ meetings which authorized the merger or consolidation or at 
the time of the assumption of liabilities, unless the Comptroller of the 
Currency shall give prior written consent if the assuming bank is to 
be a national bank or the assuming or resulting bank is to be a District 
bank; or unless the Board of Governors of the Federal Reserve System 
gives prior written consent if the assuming or resulting bank is to be a 
State member bank (except a District bank) ; or unless the Corpora- 
tion gives prior written consent if the assuming or resulting bank is to 
be a nonmember insured bank (except a District bank). No insured 
State nonmember bank (except a District bank) shall, without the 
prior consent of the Corporation, reduce the amount or retire any part 
of its common or preferred capital stock, or retire any part of its 
capital notes or debentures. 

Sec. 1829. (Federal Deposit Insurance Act, sec. 19). Except with 
the written consent of the Corporation, no person shall serve as a 
director, officer, or employee of an insured bank who has been 
convicted, or who is hereafter convicted, of any criminal offense 
involving dishonesty or a breach of trust. For each willful violation 





94 STUDY OF BANKING LAWS 


of this prohibition, the bank involved shall be subject to a penalty 
of not more than $100 for each day this prohibition is violated, which 
the Corporation may recover for its use. 


BANK HOLDING COMPANY ACT 


Sec. 1841. (Bank Holding Company Act, sec. 2). (a) “Bank 
holding company” means any company (1) which directly or indirectly 
owns, controls, or holds with power to vote, 25 per centum or more 
of the voting shares of each of two or more banks or of a company 
which is or becomes a bank holding company by virtue of this Act, or 
(2) which controls in any manner the election of a majority of the 
directors of each of two or more banks, or (3) for the benefit of whose 
shareholders or members 25 per centum or more of the voting shares 
of each of two or more banks or a bank holding company is held by 
trustees; and for the purposes of this Act, any successor to any such 
company shall be deemed to be a bank holding company from the date 
as of which such predecessor company became a bank holding company. 
Notwithstanding the foregoing (A) no bank shall be a bank holding 
company by virtue of its ownership or control of shares in a fiduciary 
capacity, except where such shares are held for the benefit of the 
shareholders of such bank, (B) no company shall be a bank holding 
company which is registered under the Investment Company Act of 
1940, and was so registered prior to May 15, 1955 (or which is 
affiliated with any such company in such manner as to constitute an 
affiliated company within the meaning of such Act), unless such 
company (or such affiliated company), as the case may be, directly 
owns 25 per centum or more of the voting shares of each of two or more 
banks, (C) no company shall be a bank holding company by virtue 
of its ownership or control of shares acquired by it in connection 
with its underwriting of securities and which are held only for such 
period of time as will permit the sale thereof upon a reasonable basis, 
(D) no company formed for the sole purpose of participating in a 
proxy solicitation. shall be a bank holding company by virtue of 
its control of voting rights of shares acquired in the course of such 
solicitation, and (E) no company shall be a bank holding company 
if at least 80 per centum of its total assets are composed of holdings 
in the field of agriculture. 

(b) “Company” means any corporation, business trust, association, 
or similar organization, but shall not include (1) any corporation 
the majoritv of the shares of which are owned by the United States 
or by any State, or (2) any corporation or community chest, fund, 
or foundation, organized and operated exclusively for religious, 
charitable, or educational purposes, no part of the net earnings of 
which inures to the benefit of any private shareholder or individual, 
and no substantial part of the activities of which is carrying on 
propaganda. or otherwise attempting to influence legislation, or (3) 
any partnership. 

(c) “Bank” means any national banking association or any State 
bank, savings bank, or trust company, but shall not inelnde any organi- 
zation operating under section 25 (a) of the Federal Reserve Act, or 
any organization which does not do business within the United States. 
“State member bank” means any State bank which is a member of the 
Federal Reserve System. “District bank” means any State bank or- 
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ganized or operating under the Code of Law for the District of 
Columbia. 

(d) “Subsidiary”, with respect to a specified bank holding company, 
means (1) any company 25 per centum or more of whose voting shares 
(excluding shares owned by the United States or by any company 
wholly owned by the United States) is owned or controlled by such 
bank holding company ; or (2) any company the election of a majority 
of whose directors is controlled in any manner by such bank holding 
company; or (3) any company 25 percentum or more of whose voting 
shares are held by trustees for the benefit of the shareholders or mem- 
bers of such bank holding company. 

(e) The term “successor” shall include any company which acquires 
directly or indirectly from a bank holding company shares of any 
bank, when and if the relationship between such company and the 
bank holding company is such that the transaction effects no substantial 
change in the control of the bank or beneficial ownership of such shares 
of such bank. The Board may, by regulation, further define the term 
“successor” to the extent necessary to prevent evasion of the purposes 
of this Act. 

(f) “Board” means the Board of Governors of the Federal Reserve 
System. 

(g) “Agriculture”, as used in section 2 (a), includes farming in all 
its branches including fruitgrowing, dairying, the raising of livestock, 
bees, fur-bearing animals, or poultry, forestry or lumbering operations, 
and the production of naval stores, and operations directly related 
thereto. 

Sec. 1842 (Bank Holding Company Act, sec. 3). (a) It shall be 
unlawful except with the prior approval of the Board (1) for any 
action to be taken which results in a company becoming a bank holding 
company under section 2 (a) of this Act; (2) for any bank holding 
company to acquire direct or indirect ownership or control of any 
voting shares of any bank if, after such acquisition, such company 
will directly or indirectly own or control more than 5 per centum of the 
voting shares of such bank; (3) for any bank holding company or 
subsidiary thereof, other than a bank, to acquire all or substantially 
all of the assets of a bank; or (4) for any bank holding company 
to merge or consolidate with any other bank holding company. Not- 
withstanding the foregoing this prohibition shall not apply to (A) 
shares acquired by a bank, (i) in good faith in a fiduciary capacity, 
except where such shares are held ‘for the benefit of the shareholders 
of such bank, or (ii) in the regular course of securing or collecting 
a debt previously contracted in good faith, but any shares acquired 
after the date of enactment of this Act in securing or collecting any 
such previously contracted debt shall be disposed of within a period 
of two years from the date on which they were acquired; or (B) 
additional shares acquired by a bank holding company in a bank in 
which such bank holding company owned or controlled a majority of 
the voting shares prior to such acquisition. 

(b) Upon receiving from a company any application for approval 
under this section, the Board shall give notice to the Comptroller of 
the Currency, if the applicant company or any bank the voting shares 
or assets of which are sought to be acquired is a national banking 
association or a District bank, or to the appropriate supervisory 
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authority of the interested State, if the applicant company or any 
_— the voting shares or assets of which are sought to be acquired 

a State bank, and shall allow thirty days within which the views 
a recommendations of the ( ‘omptroller of the Currency or the State 
supervisory authority, as the case may be, may be submitted. If the 
Comptroller of the Currency or the State supervisory authority so 
notified by the Board disapproves the application in writing within 
said thirty days, the Board shall forthwith give written notice of 
that fact tothe applicant. Within three days after giving such notice 
to the applicant, the Board shall notify in writing the applicant and 
the disapproving authority of the date for commencement of a hear- 
ing by it on such application. Any such hearing shall be commenced 
not less than ten nor more than thirty days after the Board has given 
written notice to the applicant of the action of the disapproving 
authority. The length of any such hearing shall be determined by 
the Board, but it shall afford all interested parties a reasonable oppor- 
tunity to testify at such hearing. At the conclusion thereof, the Board 
shall by order grant or deny the application on the basis of the record 
made at such hear ing. 

(c) In determining whether or not to approve any acquisition or 
merger or consolidation under this section, the Board shall take into 
consideration the following factors: (1) the financial history and 
condition of the company or companies and the banks conerned; (2) 
their prospects; (3) the character of their management; (4) the con- 
venience, needs, and welfare of the communities and the area con- 
cerned; and (5) whether or not the effect of such aquisition or merger 
or consolidation would be to expand the size or extent of the bank 
holding company system involved beyond limits consistent with ade- 
quate and sound banking, the public interest, and the preservation of 
competition in the field of banking. 

(d) Notwithstanding any other provision of this section, no appli- 
cation shall be approved under this section which. will permit any 
bank holding company or any subsidiary thereof to acquire, directly 
or indirectly, any voting shares of, interest in, or all or substantially 
all of the assets of : any additional bank located outside of the State in 
which such bank holding company maintains its principal office and 
place of business or in which it conducts its principal operations unless 
the acquisition of such shares or assets of a State bank by an out-of- 
State bank holding company is specifically authorized by the statute 
laws of the State in which such bank is located, by language to that 
effect and not merely by implication. 

Sec. 1843 (Bank Holding Company Act, sec. 4). (a) Except as 
otherwise provided in this Act, no bank holding company shall— 

(1) after the date of enactment of this Act acquire direct or 
indirect ownership or control of any voting shares of any com- 
pany which is not a bank, or 

(2) after two years from the date of enactment of this Act or 
from the date as of which it becomes a bank holding company, 
whichever is later, retain direct or indirect ownership or control 
of any voting shares of any company which is not a bank or a bank 
holding company or engage in any business other than that of 
banking or of managing or controlling banks or of furnishing 
services to or performing services for any bank of which it owns or 
controls 25 per centum or more of the voting shares. 
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The Board is authorized, upon application by a bank holding com- 
pany, to extend the period refuel to in paragraph (2) above from 
time to time as to such bank holding company for not more than one 
year at a time if, in its judgment, such an extension would not be detri 
mental to the public interest, but no such extensions shall extend 
beyond a date five years after the date of enactment of this Act or five 
years after the date as of which a company becomes a bank holding 
company, whichever is later. 

(b) After two years from the date of enactment of this Act, no 
certificate evidencing shares of any bank holding company shall bear 
any statement purporting to represent shares of any other company 
except a bank or a bank holding company, nor shall the ownership, 
sale, or transfer of shares of any bank holding company be conditioned 
in any manner whatsoever upon the ownership, sale, or transfer of 
shares of any other company except a bank or a bankholding company. 

(c) The prohibitions in this section shall not apply— 

(1) to shares owned or acquired by a bank holding company 
in any company engaged solely in holding or operating properties 
used wholly or substantially by any bank with respect to which it 
is a bank holding company in its operations or acquired for such 
future use or engaged solely in conducting a safe deposit business, 
or solely in the business of furnishing services to or performing 
services for such holding company and banks with respect to 
which it is a bank holding company, or in liquidating assets 
acquired from such bank holding company and such banks; 

(2) to shares acquired by a bank holding company which is a 
bank, or by any banking subsidiary of a bank holding company, 
in satisfaction of a debt previously contracted in good faith, but 
such bank holding company or such subsidiaries shall dispose of 
such shares within a period of two years from the date on which 
they were acquired or from the date of enactment of this Act, 
whichever is later ; 

(3) to shares acquired by a bank holding company from any 
of its subsidiaries which subsidiary has been requested to dispose 
of such shares by any Federal or State authority having statutory 
power to examine such subsidiary, but such bank holding com- 
pany shall dispose of such shares within a period of two years 
from the date on which they were acquired or from the date of 
enactment of this Act, whichever is later. 

(4) to shares which are held or acquired by a bank holdin 
company which is a bank or by any cookies subsidiary of a ban 
holding company, in good faith in a fiduciary capacity, except 
where such shares are held for the benefit of the shareholders 
of such bank holding company or any of its subsidiaries, or to 
shares which are of the kinds and amounts eligible for investment 
by National banking associations under the provisions of section 
5136 of the Revised Statutes, or to shares lawfully acquired and 
owned prior to the date of enactment of this Act by a bank which 
is a bank holding company, or by any of its wholly owned sub- 
sidiaries ; 

(5) to shares of any company which are held or acquired by 
a bank holding company which do not include more than 5 per 
centum of the outstanding voting securities of such company, and 
do not have a value greater than 5 per centum of the value of the 
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total assets of the bank holding company, or to the ownership 
by a bank holding company of shares, securities, or obligations of 
an investment company which is not a bank holding company 
and which is not engaged in any business other than investing 
in securities, which securities do not include more than 5 per 
centum of the outstanding voting securities of any company and 
do not include any single asset having a value greater than 5 per 
centum of the value of the total assets of the bank holding com- 
pany ; 

(6) to shares of any company all the activities of which are of 
a financial, fiduciary, or insurance nature and which the Board 
after due notice and hearing, and on the basis of the record made 
at such hearing, by order has determined to be so closely related 
to the business of banking or of managing or controlling banks 
as to be a proper incident thereto and as to make it unnecessary 
for the prohibitions of this section to apply in order to carry out 
the purposes of this Act; 

(7) toany bank holding company which is a labor, agricultural, 
or horticultural organization and which is exempt from taxation 
under section 501 of the Internal Revenue Code of 1954; or 

(8) to shares held or acquired by a bank holding company in 
any company which is organized under the laws of a foreign 
country and which is engaged principally in the banking business 
outside the United States. 

Sec. 1844 (Bank Holding Company Act, sec. 5). (a) Within one 
hundred and eighty days after the date of enactment of this Act, or 
within one hundred and eighty days after becoming a bank holding 
company, whichever is later, each bank holding company shall register 
with the Board on forms prescribed by the Board, which shall include 
such information with respect to the financial condition and opera- 
tions, management, and intercompany relationships of the bank hold- 
ing company and its subsidiaries, and related matters, as the Board 
may deem necessary or appropriate to carry out the purposes of this 
Act. The Board may, in its discretion, extend the time within which a 
bank holding company shall register and file the requisite information. 

(b) The Board is authorized to issue such regulations and orders as 
may be necessary to enable it to administer and carry out the purposes 
of this Act and prevent evasions thereof. 

(c) The Board from time to time may require reports under oath to 
keep it informed as to whether the provisions of this Act and such 
regulations and orders issued thereunder have been complied with; 
and the Board may make examinations of each bank holding company 
and each subsidiary thereof, the cost of which shall be assessed against, 
and paid by, such holding ompany. The Board shall, as far as pos- 
sible, use the reports of examinations made by the Comptroller of the 
Currency, the Federal Deposit Insurance C orporation, or the appro- 
priate State bank supervisory authority for the purposes of this 
section. 

(d) Before the expiration of two years following the date of enact- 
ment of this Act, and each year thereafter in the Board’s annual 
report to the Congress, the Board shall report to the Congress the 
results of the administration of this Act, stating what, if any, sub- 
stantial difficulties have been encountered in carrying out the purposes 
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of this Act, and any recommendations as to changes in the law which 
in the —— of the Board would be desirable. 

Sec. 1845. (Bank Holding Company Act, sec. 6). (a) From and 
after the date of enactment of this Act, it shall be unlawful for a 


bank— 


(1) to invest any of its funds in the capital stock, bonds, de- 
bentures, or other obligations of a bank holding company of 
which it is a subsidiary, or of any other subsidiary of such bank 
holding company ; 

(2) ‘to acc ept the capital stock, bonds, debentures, or other obli- 
gations of a bank holding company of which it is a subsidiary or 
any other subsidiary of such bank holding company, as collateral 
security for advances made to any person or company : Provided, 
however, That any bank may accept such capital stock, bonds, 
debentures, or other obligations as security for debts previously 
contracted, but such collateral shall not be held for a period of 
over two years; 

(3) to purchase securities, other assetss or obligations under 
repurchase agreement from a bank holding company of which 
it is a subsidiary or any other subsidiary of such bank holding 
company ; and 

(4) to make any loan, discount or extension of credit to a bank 
holding company of which it is a subsidiary or to any other 
subsidiary of such bank holding company. 


Non-interest-bearing deposits to the credit of a bank shall not be 
deemed to be a loan or advance to the bank of deposit, nor shall the 
giving of immediate credit to a bank upon uncollected items received 
in the ordinary course of business be deemed to be a loan or advance 
to the depositing bank. 

(b) The provisions of this section shall not apply (1) to the capital 
stock, bonds, debentures, or other obligations of any company described 
in section 4 (c) (1) of this Act, or (2) to any company whose subsid- 
lary status has arisen out of a bona fide debt to the bank contracted 
prior to the date of the creation of such status, or (3) to any company 
whose subsidiary status exists by reason of the ownership or control 
of voting shares thereof by the bank as executor, administrator, trus- 
tee, receiver, agent, or depositary, or in any other fiduciary rapac ity, 
except where such shares are held for the benefit of all or a majority 
of the stockholders of such bank. 

Sec. 1846. (Bank Holding Company Act, sec. 7). The enactment 
by the Congess of the Bank Holding Company Act of 1956 shall not 
be construed as preventing any State from exercising such powers 
and jurisdiction which it now has or may hereafter have with respect 
to banks, bank holding companies, and subsidiaries thereof. 

Sec. 1847 (Bank Holding Company Act, sec. 8). Any company 
which willfully violates any provision of this Act, or any regulation 
or order issued by the Board pursuant thereto, shall upon conviction 
be fined not more than $1,000 for each day during which the vivolation 
continues. Any individual who willfully participates in a violation 
of any provision of this Act shall upon conviction be fined not more 
than $10,000 or imprisoned not more than one year, or both. Every 
officer, director, agent, and employee of a bank holding company 
shall be subject to the same penalties for false entries in any book, 





100 STUDY OF BANKING LAWS 


report, or statement of such bank holding company as are applicable 
to officers, directors, agents, and employees of member banks for false 
entries in any books, reports, or statements of member banks under 
section 1005 of title 18, United States Code. 

Src. 1848 (Bank Holding Company Act, sec. 9). Any party ag- 
grieved by an order of the Board under this Act may obtain a review 
of such order in the United States Court of Appeals within any circuit 
wherein such party has its principal place of business, or in the Court 
of Appeals in the District of Columbia, by filing in the court, within 
sixty days after the entry of the Board’s order, a petition praying that 
the order of the Board be set aside. A copy of such petition shall 
be forthwith served upon the Board, and thereupon the Board shall 
certify and file in the court a transcript of the record made before 
the Board. Upon the filing of the transcript the court shall have 
jurisdiction to affirm, set aside, or modify the order of the Board and 
to require the Board to take such action with regard to the matter 
under review as the court deems proper. The findings of the Board 
as to the facts, if supported by substantial evidence, shall be con- 
clusive. 


Title 15 of the United States Code 


Sec. 19 (Clayton Antitrust Act, sec. 8). No private banker or 
director, officer, or employee of any member bank of the Federal Re- 
serve System or any branch thereof shall be at the same time a director, 
officer, or employee of any other bank, banking association, savings 
bank, or trust company organized under the National Bank Act or 
organized under the laws of any State or of the District of Columbia, 


or of any branch thereof, except that the Board of Governors of the 
Federal Reserve System may by regulation permit such service as a 
director, officer, or employee of not more than one other such institu- 
tion or branch thereof ; but the foregoing prohibition shall not apply in 
the case of any one or more of the following or any branch thereof : 

(1) A bank, banking association, savings bank, or trust company, 
more than 90 per centum of the stock of which is owned directly or 
indirectly by the United States or by any corporation of which the 
United States directly or indirectly owns more than 90 per centum 
of the stock. 

(2) A bank, banking association, savings bank, or trust company 
which has been placed formally in liquidation or which is in the hands 
of a receiver, conservator, or other official exercising similar functions. 

(3) A corporation, principally engaged in international or foreign 
banking or banking in a dependency or insular possession of the 
United States which has entered into an agreement with the Board of 
Governors of the Federal Reserve System pursuant to section 25 of the 
Federal Reserve Act. 

(4) A bank, banking association, savings bank, or trust company, 
more than 50 per centum of the common stock of which is owned di- 
rectly or indirectly by persons who own directly or indirectly more 
than 50 per centum of the common stock of such member bank. 

(5) A bank, banking association, savings bank, or trust company 
not located and having no branch in the same city, town, or village as 
that in which such member bank or any branch thereof is located, or 
in any city, town, or village contiguous or adjacent thereto. 
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(6) A bank, banking association, savings bank, or trust com pany not 
engaged in a class or classes of business in which such member bank 
is engaged. 

(7) A mutual savings bank having no capital stock. 

Until February 1, 1939, nothing in this section shall prohibit any 
director, officer, or employee of any member bank of the Federal Re- 
serve System, or any Soanah thereof, who is lawfully serving at the 
same time as a private banker or as a director, officer, or employee of 
any other bank, banking association, savings bank, er trust company, 
or any branch thereof, on the date of enactment of the Banking Act of 
1935, from continuing such service. 

The Board of Governors of the Federal Reserve System is authorized 
and directed to enforce compliance with this section, and to prescribe 
such rules and regulations as it deems necessary for that purpose. 

That from and after two years from the date of the approval of this 
Act no person at the same time shall be a director in any two or more 
corporations, any one of which has capital, surplus, and undivided 
profits aggregating more than $1,000,000, eae’ in whole or in part 
in commerce, other than banks, banking associations, trust companies 
and common carriers subject to the Act to regulate commerce, ap- 
proved February fourth, eighteen hundred and eighty-seven, if such 
corporations are or shall have been theretofore, by virtue of their 
business and location of operation, competitors, so that the elimination 
of competition by agreement between them would constitute a viola- 
tion of any of the provisions of any of the antitrust laws. The eligi- 
bility of a director under the foregoing provisions shal] be determined 
by the aggregate amount of the capital, surplus, and undivided profits, 
exclusive of dividends declared but not paid to stockholders, at the 
end of the fiscal year of said corporation next preceding the election 
of directors and when a director has been elected in accordance with 
the provisions of this Act it shall be lawful for him to continue as 
such for one year thereafter. 

When any person elected or chosen as a director or officer or selected 
as an employee of any bank or other corporation subject to the provi- 
sions of this Act is eligible at the time of his election or selection to 
act for such bank or other corporation in such capacity his eligibility 
to act in such capacity shall not be affected and he shall not become or 
be deemed amenable to any of the provisions hereof by reason of any 
change in the affairs of such bank or other corporation from whatso- 
ever cause, whether specifically excepted by any of the provisions 
hereof or not, until the expiration of one year from the date of his 
election or employment. 


Title 28 of the United States Code 


Sec. 1348 (Judiciary and Judicial Procedure). The district courts 
shall have original jurisdiction of any civil action commenced by the 
United States, or by direction of any officer thereof, against any na- 
tional banking association, any civil action to wind up the affairs of 
any such association, and any action by a banking association estab- 
lished in the district for which the court is held, under chapter 2 of 
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Title 12, to enjoin the Comptroller of the Currency, or any receiver 
acting under his direction, as provided by such chapter. 

All national banking associations shall, for the purposes of all other 
actions by or against them, be deemed citizens of the States in which 
they are respectively located. 

Sec. 1394 (Judiciary and Judicial Procedure). Any civil action by 
a national banking association to enjoin the Comptroller of the Cur- 
rency, under the provisions of any Act of Congress relating to such 
associations, may be presecuted in the judicial district where such 
association is located. 
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FEDERAL RESERVE ACT 
Approved December 23, 1913 (38 Stat. 251, 12 U. S. C. 221) 


Wherever the word “bank” is used in this Act, the word shall be 
held to inelude State bank, banking association, and trust company, 
except where national banks or Federal reserve banks are specifically 
referred to. 

The terms “national bank” and “national banking association” used 
in this Act shall be held to be synonymous and interchangeable. The 
term “member bank” shall be held to mean any national bank, State 
bank, or bank or trust company which has become a member of one of 
the reserve banks created by this Act. The term “board” shall be held 
to mean Board of Governors of the Federal Reserve System ; the term 
“district” shall be held to mean Federal reserve district; the term 
“reserve bank” shall be held to mean Federal reserve bank. 


FEDERAL RESERVE DISTRICTS 


Sec. 2. As soon as practicable, the Secretary of the Treasury, the 
Secretary of Agriculture and the Comptroller of the Currency, acting 
as “The Reserve Bank Organization Committee,’ 


’ shall designate not 


less than eight nor more than twelve cities to be known as Federal re- 
serve cities, and shall divide the continental United States, excluding 
Alaska, into districts, each district to contain only one of such Federal 
reserve cities. The determination of said organization committee 
shall not be subject to review except by the Board of Governors of 
the Federal Reserve System when organized : Provided, That the dis- 
tricts shall be apportioned with due regard to the convenience and cus- 
tomary course of business and shall not necessarily be coterminous 
with any State or States. The districts thus created may be readjusted 
and new districts may from time to time be created by the Board of 
Governors of the Federal Reserve System, not to exceed twelve in all. 
Such districts shall be known as Federal reserve districts and may be 
designated by number. A majority of the organization committee 
shall constitute a quorum with authority to act. 

Said organization committee shall be authorized to employ counsel 
and expert aid, to take testimony, to send for persons and papers, to 
administer oaths, and to make such investigation as may be deemed 
necessary by the said committee in determining the reserve districts 
and in designating the cities within such districts where such Federal 
reserve banks shall be severally located. The said committee shall 
supervise the organization in each of the cities designated of a Federal 
reserve bank, which shall include in its title the name of the city in 
Which it is situated, as “Federal Reserve Bank of Chicago.” 

Under regulations to be prescribed by the organization committee, 
every national banking association in the United States is hereby re- 
quired, and every eligible bank in the United States and every trust 
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company within the District of Columbia, is hereby authorized to 
signify in writing, within sixty days after the passage of this Act, its 
acceptance of the terms and provisions hereof. When the org: anization 
committee shall have designated the cities in which Federal reserve 
banks are to be organized, and fixed the geographical limits of the 
Federal reserve districts, every national banking association within 
that district shall be required within thirty days after notice from 
the organization committee, to subscribe to the capital stock of such 
Federal reserve bank in a sum equal to six per centum of the paid-up 
capital stock and surplus of such bank, one-sixth of the subscription 
to be payable on call of the organization committee or of the Board 
of Governors of the Federal Reserve System, one-sixth within three 
months and one-sixth within six months thereafter, and the remainder 
of the subscription, or any part thereof, shall be subject to call when 
deemed necessary by the Board of Governors of the Federal Reserve 
System, said payments to be in gold or gold certificates. 

The shareholders of every F ederal reserve bank shall be held indi- 
vidually responsible, equally and ratably, and not one for another, for 
all contracts, debts, and engagements of such bank to the extent of the 
amount of their subscriptions to such stock at the par value thereof in 
addition to the amount subscribed, whether such subscriptions have 
been paid up in whole or in part, under the provisions of this Act. 

Any national bank failing to signify its acceptance of the terms of 
this Act within the sixty days aforesaid, shall cease to act as a reserve 
agent, upon thirty days’ notice, to be given within the discretion of the 
said organization committee or of the Board of Governors of the 
Federal Reserve System. 

Should any national banking association in the United States now 
organized fail within one year ‘after the passage of this Act to become 
a memb: -r bank or fail to comply with any of the provisions of this 

Act applicable thereto, all of the rights, privileges, and franchises of 
such association granted to it under the national-bank Act, or under 
the provisions of this Act, shall be thereby forfeited. Any noncom- 
pliance with or violation of this Act shall, however, be determined and 
adjudged by any court of the United States of competent jurisdiction 
in a suit brought for that purpose in the district or territory in which 
such bank is located, under direction of the Board of Governors of the 
Federal Reserve System, by the Comptroller of the Currency in his 
own name before the association shall be declared dissolved. In cases 
of such noncompliance or violation, other than the failure to become 
a member bank under the provisions of this Act, every director who 
participated in or assented to the same shall be held liable in his per- 
sonal or individual capacity for all damages which said bank, its 
shareholders, or any other person shall have sustained in consequence 
of such violation. 

Such dissolution shall not take away or impair any remedy against 
such corporation, its stockholders or officers, for any liability or pen- 
alty which shall have been previously incurred. 

Should the subscriptions by banks to the stock of said Federal re- 
serve banks or any one or more of them be, in the judgment of the 
organization committee, insufficient to provide the amount of capital 
required therefor, then and in that event the said organization com- 
mittee may, under conditions and regulations to be prescribed by it, 
offer to public subscription at par such an amount of stock in said 
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Federal reserve banks, or any one or more of them, as said committee 
shall determine,.subject to the same conditions as to payment and 
stock liability as provided for member banks. 

No individual, copartnership, or corporation other than a member 
bank of its district shall be permitted to subscribe for or to hold at 
any time more than $25,000 par value of stock in any Federal reserve 
bank. Such stock shall be known as public stock and may be trans- 
ferred on the books of the Federal reserve bank by the chairman of 
the board of directors of such bank. 

Should the total subscriptions by banks and the public to the stock 
of said Federal reserve banks, or any one or more of them, be, in the 
judgment of the organization committee, insufficient to provide the 
amount of capital required therefor, then and in that event the said 
organization committee shall allot to the United States such an amount 
of said stock as said committee shall determine. Said United States 
stock shall be paid for at par out of any money in the Treasury not 
otherwise appropriated, and shall be held by the Secretary of the 
Treasury and disposed of for the benefit of the United States in such 
manner, at such times, and at such price, not less than par, as the 
Secretary of the Treasury shall determine. 

Stock not held by member banks shall not be entitled to voting 
ower. 

The Board of Governors of the Federal Reserve System is hereby 
empowered to adopt and promulgate rules and regulations governing 
the transfers of said stock. 

No Federal reserve bank shall commence business with a subscribed 
capital less than $4,000,000. The organization of reserve districts and 
Federal reserve cities shall not be construed as changing the present 
status of reserve cities and central reserve cities, except in so far as this 
Act changes the amount of reserves that may be carried with approved 
reserve agents located therein. The organization committee shall have 
power to appoint such assistants and incur such expenses in carrying 
out the provisions of this Act as it shall deem necessary, and such ex- 
penses shall be payable by the Treasurer of the United States upon 
voucher approved by the Secretary of the Treasury, and the sum of 
$100,000, or so much thereof as may be necessary, is hereby appro- 
priated, out of any moneys in the Treasury not otherwise appropriated, 
for the payment of such expenses. 


BRANCH OFFICES 


Sec. 3. The Board of Governors of the Federal Reserve System may 
permit or require any Federal reserve bank to establish branch banks 
within the Federal reserve district in which it is located or within the 
district of any Federal reserve bank which may have been suspended. 
Such branches, subject to such rules and regulations as the Board of 
Governors of the Federal Reserve System may prescribe, shall be oper- 
ated under the supervision of a board of directors to consist of not more 
than seven nor less than three directors, of whom a majority of one 
shall be appointed by the Federal reserve bank of the district, and the 
remaining directors by the Beard of Governors of the Federal Reserve 
System. Directors of branch banks shall hold office during the pleas- 
ure of the Board of Governors of the Federal Reserve System. 


82876—56——_8 
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The Board of Governors of the Federal Reserve System may at any 
time require any Federal Reserve Bank to discontinue any branch of 
such Federal Reserve Bank established under this section. The Fed- 
eral Reserve Bank shall thereupon proceed to wind up the business of 
such branch bank, subject to such vole and regulations as the Board of 
Governors of the Federal Reserve System may prescribe. 


FEDERAL RESERVE BANKS 


Sec. 4. When the organization committee shall have established 
Federal reserve districts as provided in section two of this Act, a 
certificate shall be filed with the Comptroller of the Currency showing 
the geographical limits of such districts and the Federal reserve city 
designated in each of such districts. The Comptroller of the Cur- 
rency shall thereupon cause to be forwarded to each national bank 
located in each district, and to such other banks declared to be eligible 
by the organization committee which may apply therefor, an appli- 
‘ation blank in form to be approved by the organization committee, 
which blank shall contain a resolution to be adopted by the board of 
directors of each bank executing such application, authorizing a sub- 
scription to the capital stock of the Federal reserve bank organizing 
in that district in accordance with the provisions of this Act. 

When the minimum amount of capital stock prescribed by this Act 
for the organization of any Federal reserve bank shall have been sub- 
scribed and allotted, the organization committee shall designate any 
five banks of those whose applications have been received, to execute 
a certificate of organization, and thereupon the banks so designated 
shall, under their seals, make an organization certificate which shall 
specifically state the name of such Federal reserve bank, the territorial 
extent of the district over which the operations of such Federal reserve 
bank are to be carried on, the city and State in which said bank is to be 
located, the amount of capital stock and the number of shares into 
which the same is divided, the name and place of doing business of each 
bank executing such certificate, and of all banks which have subseribed 
to the capital stock of such Federal reserve bank and the number of 
shares subscribed by each, and the fact that the certificate is made to 
enable those banks executing same, and all banks which have sub- 
scribed or may thereafter subscribe to the capital stock of such Fed- 
eral reserve bank, to avail themselves of the advantages of this Act. 

The said organization certificates shall be acknowledged before a 
judge of some court of record or notary public; and shall be, together 
with the acknowledgement thereof, authenticated by the seal of such 
court, or notary, transmitted to the Comptroller of the Currency, who 
shall file, record and carefully preserve the same in his office. 

Upon the filing of such certificates with the Comptroller of the Cur- 
rency as aforesaid, the said Federal reserve bank shall become a body 
corporate and as such, and in the name designated in such organization 
certificate, shall have power— . 

First. To adopt and use a corporate seal. 

Second. To have succession after the approval of this Act until dis- 
solved by Act of Congress or until forfeiture of franchise for violation 
of law. 

Third. To make contracts. 
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Fourth. To sue and be sued, complain and defend, in any court of 
law or equity. 

Fifth. To appoint by its board of directors a president, vice presi- 
dents, and such officers and employees as are not otherwise provided 
for in this Act, to define their duties, require bonds for them and fix 
the penalty thereof, and to dismiss at pleasure such officers or em- 
ployees. The president shall be the chief executive officer of the bank 
and shall be appointed by the board of directors, with the approval of 
the Board of Governors of the Federal Reserve System, for a term of 
tive years; and all other executive officers and all employees of the bank 
shall be directly responsible to him. The first vice president of the 
bank shall be appointed in the same manner and for the same term as 
the president, and shall, in the absence or disability of the president or 
during a vacancy in the office of president, serve as chief executive 
oflicer of the bank. Whenever a vacancy shall occur in the office of the 
president or the first vice president, it shall be filled in the manner “ 
vided for original appointments; and the person so appointed shall 
hold office until the expiration of the term of his predecessor. 

Sixth. To prescribe by its board of directors, by-laws not inconsist- 
ent with law, regulating the manner in which its general business may 
be conducted, and the privileges granted to it by law may be exercised 
and enjoyed. 

Seventh. To exercise by its board of directors, or duly authorized 
officers or agents, all powers specifically granted by the provisions of 
this Act and such incidental powers as shall be necessary to carry on the 
business of banking within the limitations prescribed by this Act. 

Eighth. Upon deposit with the Treasurer of the United States of 
any bonds of the United States in the manner provided by existing law 
relating to national banks, to receive from the Comptroller of the 
Currency circulating notes in blank, registered and countersigned as 
provided by law, equal in amount to the par value of the bonds so 
deposited, such notes to be issued under the same conditions and provi- 
sions of law as relate to the issue of circulating notes of national banks 
secured by bonds of the United States bearing the circulating privilege, 
except that the issue of such notes shall not be limited to the capital 
stock of such Federal reserve bank. 

But no Federal reserve bank shall transact any business except such 
as is incidental and necessarily preliminary to its organization until it 
has been authorized by the Comptroller of the Currency to commence 
business under the provisions of this Act. 

Every Federal reserve bank shall be conducted under the super- 
vision and control of a board of directors. 

The board of directors shall perform the duties usually appertaining 
to the office of directors of banking associations and all such duties as 
are prescribed by law. 

Said board of directors shall administer the affairs of said bank 
fairly and impartially and without discrimination in favor of or 
against any member bank or banks and may, subject to the provisions 
of law and the orders of the Board of Governors of the Federal Reserve 
System, extend to each member bank such discounts, advancements, 
and accommodations as may be safely and reasonably made with due 
regard for the claims and demands of other member banks, the main- 
tenance of sound credit conditions, and the accommodation of com- 
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merce, industry, and agriculture. The Board of Governors of the 
Federal Reserve System may prescribe regulations further defining 
within the limitations of this Act the conditions under which discounts. 
advancements, and the accommodations may be extended to member 
banks. Each Federal reserve bank shall keep itself informed of the 
general character and amount of the loans and investments of its 
member banks with a view to ascertaining whether undue use is being 
made of bank credit for the speculative carrying of or trading in secu- 
rities, real estate, or commodities, or for any other purpose inconsistent 
with the maintenance of sound credit conditions; and, in determining 
whether to grant or refuse advances, rediscounts or other credit accom- 
modations, the Federal reserve bank shall give consideration to such 
information. The chairman of the Federal reserve bank shall report 
to the Board of Governors of the Federal Reserve System any such 
undue use of bank credit by any member bank, together with his recom- 
mendation. Whenever, in the judgment of the Board of Governors 
of the Federal Reserve System, any member bank is making such 
undue use of bank credit, the Board may, in its discretion, after reason- 
able notice and an opportunity for a hearing, suspend such bank from 
the use of the credit facilities of the Federal Reserve System and may 
terminate such suspension or may renew it from time to time. 

Such board of directors shall be selected as hereinafter specified and 
shall consist of nine members, holding office for three years, and 
divided into three classes, designated as classes A, B, and C. 

Class A shall consist of three members, who shall be chosen by and 
be representative of the stock-holding banks. 

Class B shall consist of three members, who at the time of their 
election shall be actively engaged in their district in commerce, agri- 
culture or some other industrial pursuit. 

Class C shall consist of three members who shall be designated by the 
Board of Governors of the Federal Reserve System. When the neces- 
sary subscriptions to the capital stock have been obtained for the 
organization of any Federal reserve bank, the Board of Governors of 
the Federal Reserve System shall appoint the class C directors and 
shall designate one of such directors as chairman of the board to be 
selected. Pending the designation of such chairman, the organization 
committee shall exercise the powers and duties appertaining to the 
office of chairman in the organization of such Federal reserve bank. 

No Senator or Representative in Congress shall be a member of the 
Board of Governors of the Federal Reserve System or an officer or a 
director of a Federal reserve bank. 

No director of class C shall be an officer, director, employee, or stock- 
holder of any bank. 

Directors of class A and class B shall be chosen in the following 
manner : 

The Board of Governors of the Federal Reserve System shall classify 
the member banks of the district into three general groups or divisions, 
designating each group by number. Each group shall consist as near] 
as may be of banks of similar capitalization. Each member bank shall 
be permitted to nominate to the chairman of the board of directors of 
the Federal reserve bank of the district one candidate for director of 
class A and one candidate for director of class B. The candidates so 
nominated shall be listed by the chairman, indicating by whom nomi- 
nated, and a copy of said list shall, within fifteen days after its com- 
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pletion, be furnished by the chairman to each member bank. Each 
member bank by a resolution of the board or by an amendment to its 
by-laws shall authorize its president, cashier, or some other officer to 
cast the vote of the member bank in the elections of class A and class B 
directors: Provided, That whenever any two or more member banks 
within the same Federal reserve district are affiliated with the same 
holding company affiliate, participation by such member banks in any 
such nomination or election shall be confined to one of such banks, 
which may be designated for the purpose by such holding company 
affiliate. 

Within fifteen days after receipt of the list of candidates the duly 
authorized officer of a member bank shall certify to the chairman his 
first, second, and other choices for director of class A and class B, re- 
spectively, upon a preferential ballot upon a form furnished by the 
chairman of the board of directors of the Federal reserve bank of the 
district. Each such officer shall make a cross opposite the name of the 
first, second, and other choices for a director of class A and for a direc- 
tor of class B, but shall not vote more than one choice for any one candi- 
date. No officer or director of a member bank shall be eligible to serve 
as a class A director unless nominated and elected by banks which are 
members of the same group as the member bank of which he is an 
officer or director. 

Any person who is an officer or director of more than one member 
bank shall not be eligible for nomination as a class A director except 
by banks in the same group as the bank having the largest aggregate 
resources of any of those of which such person is an officer or director. 

Any candidate having a majority of all votes cast in the column of 
first choice shall be declared elected. If no candidate have a majority 
of all the votes in the first column, then there shall be added together 
the votes cast by the electors for such candidates in the second column 
and the votes cast for the several candidates in the first column. The 
candidate then having a majority of the electors voting and the highest 
number of combined votes shall be declared elected. If no candidate 
have a majority of electors voting and the highest number of votes 
when the first and second choices shall have been added, then the votes 
cast in the third column for other choices shall be added together in 
like manner, and the candidate then having the highest number of 
votes shall be declared elected. An immediate report of election shall 
be declared. 

Class C directors shall be appointed by the Board of Governors of 
the Federal Reserve System. They shall have been for at least two 
years residents of the district for which they are appointed, one of 
whom shall be designated by said board as chairman of the board 
of directors of the Federal reserve bank and as “Federal reserve agent.” 
He shall be a person of tested banking experience, and in addition to 
his duties as chairman of the board of directors of the Federal reserve 
bank he shall be required to maintain, under regulations to be estab- 
lished by the Board of Governors of the Federal Reserve System, a 
local office of said board on the premises of the Federal reserve bank. 
He shall make regular reports to the Board of Governors of the Federal 
Reserve System and shall act as its official representative for the per- 
formance of the functions conferred upon it by this Act. He shall 
receive an annual compensation to be fixed by the Board of Governors 
of the Federal Reserve System and paid monthly by the Federal 
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reserve bank to which he is designated. One of the directors of class C 
shall be appointed by the Board of Governors of the Federal Reserve 
System as deputy chairman to exercise the powers of the chairman of 
the board when necessary. In case of the absence of the chairman 
and deputy chairman, the third class C director shall preside at meet- 
ings of the board. 

Subject to the approval of the Board of Governors of the Federal! 
Reserve System, the Federal reserve agent shall appoint one or more 
assistants. Such assistants, who shall be persons of tested banking 
experience, shall assist the Federal reserve agent in the performance 
of his duties and shall also have power to act in his name and stead 
during his absence or disability. The Board of Governors of the Fed- 
eral Reserve System shall require such bonds of the assistant Federal! 
reserve agents as it may deem necessary for the protection of the 
United States. Assistants to the Federal reserve agents shall receive 
an annual compensation, to be fixed and paid in the same manner as 
that of the Federal reserve agent. 

Directors of Federal reserve banks shall receive, in addition to any 
compensation otherwise provided, a reasonable allowance for necessary 
expenses in attending meetings of their respective boards, which 
amounts shall be paid by the respective Federal reserve banks. Any 
compensation that may be provided by boards of directors of Federa!| 
reserve banks for directors, officers or employees shall be subject to the 
approval of the Board of Governors of the Federal Reserve System. 

The Reserve Bank Organization Committee may, in organizing Fed- 
eral reserve banks, call such meetings of bank directors in the several 
districts as may be necessary to carry out the purposes of this Act, and 
may exercise the functions herein conferred upon the chairman of the 
board of directors of each Federal reserve bank pending the complete 
organization of such bank. 

At the first meeting of the full board of directors of each Federal 
reserve bank, it shall be the duty of the directors of classes A, B and C, 
respectively, to designate one of the members of each class whose term 
of office shall expire in one year from the first of January nearest to 
date of such meeting, one whose term of office shall expire at the end 
of two years from said date, and one whose term of office shall expire 
at the end of three years from said date. Thereafter every director of 
a Federal reserve bank chosen as hereinbefore provided shall hold of- 
fice for a term of three years. Vacancies that may occur in the several 
classes of directors of Federal reserve banks may be filled in the man- 
ner provided for the original selection of such directors, such ap- 
pointees to hold office for the unexpired terms of their predecessors. 


STOCK ISSUES; INCREASE AND DECREASE OF CAPITAL 


Sec. 5. The capital stock of each Federal reserve bank shall be 
divided into shares of $100 each. The outstanding capital stock shall 
be increased from time to time as member banks increase their capital 
stock and surplus or as additional banks become members, and may be 
decreased as member banks reduce their capital stock or surplus or cease 
to be members. Shares of the capital stock of Federal reserve banks 
owned by member banks shall not be transferred or hypothecated. 
When a member bank increases its capital stock or surplus, it shall 
thereupon subscribe for an additional amount of capital stock of the 
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Federal reserve bank of its district equal to six per centum of the said 
increase, one-half of said subscription to be paid in the manner herein- 
before provided for original subscription, and one-half subject to call of 
the Board of Governors of the Federal Reserve System. A bank apply- 
ing for stock in a Federal reserve bank at any time after the organiza- 
tion thereof must subscribe for an amount of the capital stock of the 
Federal reserve bank equal to six per centum of the paid-up capital 
stock and surplus of said applicant bank, paying therefor its par value 
plus one-half of one per centum a month from the period of the last 
dividend. When a member bank reduces its capital stock or surplus it 
shall surrender a proportionate amount of its holdings in the capital 
stock of said Federal reserve bank. Any member bank which holds cap- 
ital stock of a Federal reserve bank in excess of the amount required on 
the basis of 6 per centum of its paid-up capital stock and surplus shall 
surrender jak excess stock. When a member bank voluntarily liqui- 
dates it shall surrender all of its holdings of the capital stock of said 
Federal reserve bank and be released from its stock subscription not 
previously called. In any such case the shares surrendered shall be 
canceled and the member bank shall receive in payment therefor, under 
regulations to be prescribed by the Board of Governors of the Federal 
Reserve System, a sum equal to its cash-paid subscriptions on the shares 
surrendered and one-half of 1 per centum a month from the period of 
the last dividend, not to exceed the book value thereof, less any liability 
of such member bank to the Federal reserve bank. 

Sec. 6. If any member bank shall be declared insolvent and a receiver 

appointed therefor, the stock held by it in said Federal reserve bank 
shall be canceled, without impairment of its liability, and all cash-paid 
subseriptions on said stock, with one-half of 1 per centum per month 
from the period of last dividend, if earned, not to exceed the book 
value thereof, shall be first applied to all debts of the insolvent member 
bank to the Federal reserve bank, and the balance, if any, shall be paid 
to the receiver of the insolvent bank. 
_ If any national bank which has not gone into liquidation as provided 
in section 5220 of the Revised Statutes (United States Code, title 12, 
section 181) and for which a receiver has not already been appointed 
for other lawful cause, shall discontinue its banking operations for a 
period of sixty days the Comptroller of the Currency may, if he deems 
it advisable, appoint a receiver for such bank. The stock held by the 
said national bank in the Federal reserve bank of its district shall 
thereupon be canceled and said national bank shall receive in payment 
therefor, under regulations to be prescribed by the Board of Governors 
of the Federal Reserve System, a sum equal to its cash-paid subscrip- 
tions on the shares canceled and one-half of 1 per centum a month from 
the period of the last dividend, if earned, not to exceed the book value 
inane less any liability of such national bank to the Federal reserve 
ank, 


DIVISION OF EARNINGS 


Sec. 7. After all necessary expenses of a Federal reserve bank shall 
have been paid or provided for, the stockholders shall be entitled to 
receive an annual dividend of 6 per centum on the paid-in capital stock, 
whieh dividend shall be otiaminates. After the aforesaid dividend 
claims have been fully met, the net earnings shall be paid into the 
surplus fund of the Federal reserve bank. 
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The net earnings derived by the United States from Federal reserve 
banks shall, in the discretion of the Secretary, be used to supplement 
the gold reserve held against outstanding United States notes, or shall 
be applied to the reduction of the outstanding bonded indebtedness of 
the United States under regulations to be prescribed by the Secretary 
of the Treasury. Should a Federal reserve bank be dissolved or go 
into liquidation, any surplus remaining, after the payment of all debts, 
dividend requirements as hereinbefore provided, and the par value of 
the stock, shall be paid to and become the property of the United States 
and shall be similarly applied. 

Federal reserve banks, including the capital stock and surplus 
therein, and the income derived therefrom shall be exempt from Fed- 
eral, State, and local taxation, except taxes upon real estate. 

Sec. 8. Section fifty-one hundred and fifty-four, United States Re- 
vised Statutes, is hereby amended to read as follows: 

Any bank incorporated by special law of any State or of the United 
States or organized under the general laws of any State or of the 
United States and having an unimpaired capital sufficient to entitle 
it to become a national banking association under the provisions of 
the existing laws may, by the vote of the shareholders owning not less 
than fifty-one per centum of the capital stock of such bank or banking 
association, with the approval of the Comptroller of the Currency be 
converted into a national banking association, with any name ap- 
proved by the Comptroller of the Currency: 

Provided, however, That said conversion shall not be in contraven. 
tion of the State law. In such case the articles of association and 
organization certificate may be executed by a majority of the directors 
of the bank or banking institution, and the certificate shall declare 
that the owners of fifty-one per centum of the capital stock have 
authorized the directors to make such certificate and to change or 
convert the bank or banking institution into a national association. 
A majority of the directors, after executing the articles of association 
and the organization certificate, shall have power to execute all other 
papers and to do whatever may be required to make its organization 
perfect and complete as a national association. The shares of any such 
bank may continue to be for the same amount each as they were before 
the conversion, and the directors may continue to be directors of the 
association until others are elected or appointed in accordance with 
the provisions of the statutes of the United States. When'the Comp- 
troller has given to such bank or banking association a certificate that 
the provisions of this Act have been complied with, such bank or bank- 
ing association, and all its stockholders, officers, and employees, shall 
have the same powers and privileges, and shall be subject to the same 
duties, liabilities, and regulations, in all respects, as shall have been 
prescribed by the Federal Reserve Act and by the national banking 
Act for associations originally organized as national banking associa- 
tions. . 

The Comptroller of the Currency may, in his discretion and subject 
to such conditions as he may prescribe, permit such converting bank 
to retain and carry at a value determined by the Comptroller such of 
the assets of such converting bank as do not conform to the legal 
requirements relative to assets acquired and held by national banking 
associations. 
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Sec. 9. Any bank incorporated by special law of any State, or 
organized under the general laws of any State or of the U nited States, 
including Morris Plan banks and other incorporated banking insti- 
tutions engaged i in similar business, desiring to become a member of 
the Federal Reserve System, may make application to the Board of 
Governors of the Federal Reserve System, under such rules and 
regulations as it may prescribe, for the right to subscribe to the 
stock of the Federal reserve bank organized within the district in 
which the applying bank is located. Such application shall be for 
the same amount of stock that the applying bank would be required 
to subscribe to as a national bank. For the purposes of membership 
of any such bank the terms “capital” and “capital stock” shall in- 
clude the amount of outstanding capital notes and debentures legally 
issued by the applying bank and purchased by the Reconstruction 
Finance Corporation. The Board of Governors of the Federal Re- 
serve System, subject to the provisions of this Act and to such con- 
ditions as it may prescribe pursuant thereto may permit the applying 
bank to become a stockholder of such Federal reserve bank. 

Upon the conversion of a national bank into a State bank, or the 
merger or consolidation of a national bank with a State bank which 
is not a member of the Federal Reserve System, the resulting or con- 
tinuing State bank may be admitted to membership in the Federal 
Reserve System by the Board of Governors of the Federal Reserve 
System in accordance with the provisions of this section, but, other- 
wise, the Federal Reserve bank stock owned by the national bank shall 
be canceled and paid for as provided in section 5 of this Act. Upon 
the merger, or consolidation of a national bank with a State member 
bank under a State charter, the membership of the State bank in the 
Federal Reserve System shall continue. 

Any such State bank which, at the date of the approval of this Act, 
has established and is operating a branch or branches in conformity 
with the State law, may retain and operate the same while remaining 
or upon becoming a stockholder of such Federal reserve bank; but no 
such State bank may retain or acquire stock in a Federal reserve bank 
except upon relinquishment of any branch or branches established 
after the date of the approval of this Act beyond the limits of the city, 
town, or village in which the parent bank is situated: Provided, how- 
ever, That nothing herein contained shall prevent any State member 
bank from establishing and operating branches in the U nited States or 
any dependency or insular possession thereof or in any foreign 
country, on the same terms and conditions and subject to the same 
limitations and restrictions as are applicable to the establishment of 
branches by national banks except that the approval of the Board of 
Governors of the Federal Reserve System, instead of the Comptroller 
of the Currency, shall be obtained before any State member bank may 
hereafter establish any branch and before any State bank hereafter 
admitted to membership may retain any branch established after Feb- 
ruary 25, 1927, beyond the limits of the city, town, or village in which 
the parent bank is situated. The approv ‘al of the Board shall like- 
wise be obtained before any State member bank may establish any 
new branch within the limits of any such city, town, or village (except 
within the District of Columbia). 
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In acting upon such applications the Board of Governors of the 
Federal Reserve System shall consider the financial condition of the 
applying bank, the general character of its management, and whether 
or not the corporate powers exercised are consistent with the purposes 
of this Act. 

Whenever the Board of Governors of the Federal Reserve System 
shall permit the applying bank to become a stockholder in the Federal 
reserve bank of the district its stock subscription shall be payable on 
call of the Board of Governors of the Federal Reserve System, and 
stock issued to it shall be held subject to the provisions of this Act. 

All banks admitted to membership under authority of this section 
shall be required to comply with the reserve and capital requirements of 
this Act and to conform to those provisions of law imposed on national 
banks which prohibit such banks from lending on or purchasing their 
own stock, which relate to the withdrawal or impairment of their capi- 
tal stock, and which relate to the payment of unearned dividends. 
Such banks and the officers, agents, and employees thereof shall also 
be subject to the provisions of and to the penalties prescribed by sec- 
tions 334, 656 ot 1005 of Title 18, United States Code, and shall be 
required to make reports of condition and of the payment of dividends 
to the Federal reserve bank of which they become a member. Not less 
than three of such reports shall be made annually on call of the Federal 
reserve bank on dates to be fixed by the Board of Governors of the Fed- 
eral Reserve System. Failure to make such reports within ten days 
after the date they are called for shall subject the offending bank to a 
penalty of $100 a day for each day that it fails to transmit such reports; 
such penalty to be collected by the Federal reserve bank by suit or 
otherwise. Such reports of conditions shall be in such form and shall 
contain such information as the Board of Governors of the Federal 
Reserve System may require and shall be published by the reporting 
banks in such manner and in accordance with such regulations as the 
said Board may prescribe. 

As a condition of membership such banks shall likewise be subject 
to examinations made by direction of the Board of Governors of the 
Federal Reserve System or of the Federal reserve bank by examiners 
“eer or approved by the Board of Governors of the Federal Reserve 

stem. 

Whenever the directors of the Federal reserve bank shall approve the 
examinations made by the State authorities, such examinations and the 
reports thereof may be accepted in lieu of examinations made by ex- 
aminers selected or approved by the Board of Governors of the Federal 
Reserve System: Provided, however, That when it deems it necessary 
the board may order special examinations by examiners of its own 
selection and shall in all cases approve the form of the report. The 
expenses of all examinations, other than those made by State authori- 
ties, may, in the discretion of the Board of Governors of the Federal 
Reserve System, be assessed against the banks examined and, when so 
assessed, shall be paid by the banks examined. Copies of the reports of 
such examinations may, in the discretion of the Board of Governors 
of the Federal Reserve System, be furnished to the State authorities 
having supervision of such banks, to officers, directors, or receivers of 
such banks, and to any other proper persons. 

If at ary time it shall appear to the Board of Governors of the 
Federal Reserve System that a member bank has failed to comply with 
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the provisions of this section or the regulations of the Board of Gov- 
ernors of the Federal Reserve System made pursuant thereto, or has 
ceased to exercise banking functions without a receiver or liquidating 
agent having been appointed therefor, it shall be within the power of 
the board after hearing to require such bank to surrender its stock in 
the Federal reserve bank and to forfeit all rights and privileges of 
membership. The Board of Governors of the Federal Reserve System 
may restore membership upon due proof of compliance with the con- 
ditions imposed by this section. 

Any State bank or trust company desiring to withdraw from mem- 
bership in a Federal reserve bank may do so, after six months’ written 
notice shall have been filed with the Board of Governors of the Federal 
Reserve System, upon the surrender and cancellation of all of its hold- 
ings of capital stock in the Federal reserve bank: Provided, That the 
Board of Governors of the Federal Reserve System, in its discretion 
and subject to such conditions as it may prescribe, may waive such 
six months’ notice in individual cases and may permit any such State 
bank or trust company to withdraw from membership in a Federal 
reserve bank prior to the expiration of six months from the date of 
the written notice of its intention to withdraw: Provided, however, 
That no Federal reserve bank shall, except under express authority of 
the Board of Governors of the Federal Reserve System, cancel within 
the same calendar year more than twenty-five per centum of its capital 
stock for the purpose of effecting voluntary withdrawals during that 
year. All such applications shall be dealt with in the order in which 
they are filed with the board. Whenever a member bank shall sur- 
render its stock holdings in a Federal reserve bank, or shall be ordered 
to do so by the Board of Governors of the Federal Reserve System, un- 
der authority of law, all of its rights and privileges as a member bank 
shall thereupon cease and determine, and after due provision has been 
made for any indebtedness due or to become due to the Federal reserve 
bank it shall be entitled to a refund of its cash paid subscription with 
interest at the rate of one-half of one per centum per month from date 
of last dividend, if earned, the amount refunded in no event to exceed 
the book value of the stock at that time, and shail likewise be entitled 
to repayment of deposits and of any other balance due from the Federal 
reserve bank. 

No applying bank shall be admitted to membership unless it pos- 
sesses capital stock and surplus which, in the judgment of the Board 
of Governors of the Federal Reserve System, are adequate in relation 
to the character and condition of its assets and to its existing and 
prospective deposit liabilities and other corporate responsibilities : Pro- 
vided, That no bank engaged in the business of recieving deposits 
other than trust funds, which does not possess capital stock and surplus 
in an amount equal to that which would be required for the establish- 
ment of a national hanking association in the place in which it is 
located, shall be admitted to membership unless it is, or has been, 
approved for deposit insurance under the Federal Deposit Insurance 
Act. The capital stock of a State member bank shall not be reduced 
except with i prior consent of the Board. 

In order to facilitate the admission to membership in the Federal 
Reserve System of any State bank which is required under subsection 
(y) of section 12B cf this Act to become a member of the Federal Re- 
serve System in order to be an insured bank or continue to have any part 
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of its deposits insured under such section 12B, the Board of Governors 
of the Federal Reserve System may waive in whole or in part the re- 
quirements of this section relating to the admission of such bank to 
membership : Provided, That, if such bank is admitted with a capital 
iess than that required for the organization of a national bank in the 
same place and its capital and surplus are not, in the judgment of the 
Board of Governors of the Federal Reserve System, adequate in rela- 
tion to its liabilities to depositors and other creditors, the said Board 
may, in its discretion, require such bank to increase its capital and 
surplus to such amount as the Board may deem necessary within such 
eriod prescribed by the Board as in its judgment shall be reasonable 
in view of all the circumstances : Provided, however, That no such bank 
shall be required to increase its capital to an amount in excess of that 
required for the organization of a national bank in the same place. 

Banks becoming members of the Federal Reserve System under 
authority of this section shall be subject to the provisions of this section 
and to those of this Act which relate specifically to member banks, but 
shall not be subject to examination under the provisions of the first 
two paragraphs of section fifty-two hundred and forty of the Revised 
Statutes as amended ty section twenty-one of this Act. Subject to the 
provisions of this Act and to the regulations of the board made pursu- 
ant: thereto, any bank becoming a member of the Federal Reserve Sys- 
tem shall retain its full charter and statutory rights as a State bank or 
trust company, and may continue to exercise all corporate powers 
granted it by the State in which it was created, and shall be entitled to 
all privileges of member banks: Provided, however, That no Federal 
reserve bank shall be nermitted to discount for any State bank or trust 
company notes, drafts, or bills of exchange of any one borrower who 
is liable for borrowed money to such State bank or trust company in an 
amount greater than that which could be borrowed lawfully from such 
State bank or trust company were it a national banking association. 
The Federal reserve bank, as a condition of the discount of notes, 
drafts, and bills of exchange for such State bank or trust company, 
shall require a certificate or guaranty to the effect that the borrower is 
not liable to such bank in excess of the amount provided by this section, 
and will not be permitted to become liable in excess of this amount 
while such notes, drafts, or bills of exchange are under discount with 
the Federal reserve bank. 

It shal] be unlawful for any officer, clerk, or agent of any bank ad- 
mitted to membership under authority of this section to certify any 
check drawn upon such bank unless the person or company drawing 
the check has on deposit therewith at the time such check is certified an 
amount of money equal to the amount specified in such check.. Any 
check so certified by duly authorized officers shall be a good and valid 
obligation against such bank, but the act of any such officer, clerk, or 
agent in violation of this section may subject such bank to a forfeiture 
of its membership in the Federal Reserve System upon hearing by the 
Board of Governors of the Federal Reserve System. 

All banks or trust companies incorporated by special law or organ- 
ized under the general laws of any State, which are members of the 
Federal reserve system, when designated for that purpose by the 
Secretary of the Treasury, shall be depositaries of public money, under 
such regulations as may be prescribed by the Secretary; and they may 
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also be employed as financial agents of the Government; and they shall 
perform all such reasonable duties, as depositaries of public money 
ind financial agents of the Government, as may be required of them. 
The Secretary of the Treasury shall require of the banks and trust 
companies thus designated satisfactory security, by the deposit of 
United States bonds or otherwise, for the safe keeping and prompt 
payment of the public money deposited with them and for the faithful 
performance of their duties as financial agents of the Government. 
Any mutual savings bank having no capital stock (including any 
other banking institution the capital of which consists of weekly or 
other time deposits which are segregated from all other deposits and 
are regarded as capital stock for the purposes of taxation and the 
declaration of dividends), but having surplus and undivided profits 
not less than the amount of capital required for the organization of a 
national bank in the same place, may apply for and be admitted to mem- 
bership in the Federal Reserve System in the same manner and subject 
to the same provisions of law as State banks and trust companies, 
except that any such savings bank shall subscribe for capital stock of 
the Federal reserve bank in an amount equal to six-tenths of 1 per 
centum of its total deposit liabilities as shown by the most recent report 
of examination of such savings bank preceding its admission to mem- 
bership. Thereafter such subscription shall be adjusted semiannually 
on the same percentage basis in accordance with rules and regulations 
prescribed by the Board of Governors of the Federal Reserve System. 
if any such mutual savings bank applying for membership is not per- 
mitted by the laws under which it was organized to purchase stock 
in a Federal reserve bank, it shall, upon admission to the system, 
deposit with the Federal reserve bank an amount equally to the 
amount which it would have been required to pay in on account of a 
subscription to capital stock. Thereafter such deposit shall be adjusted 
semiannually in the same manner as subscriptions for stock. Such 
deposits shall be subject to the same conditions with respect to repay- 
ment as amounts paid upon subscriptions to capital stock by other 
member banks and the Federal reserve bank shall pay interest thereon 
at the same rate as dividends are actually paid on outstanding shares of 
stock of such Federal reserve bank. If the laws under which any such 
savings bank was organized be amended so as to authorize mutual 
savings banks to subscribe for Federal reserve bank stock, such savings 
bank shall thereupon subscribe for the appropriate amount of stock in 
the Federal reserve bank, and the deposit hereinbefore provided for in 
lieu of payment upon capital stock shall be applied upon such sub- 
scription. If the laws under which any such savings bank was organ- 
oad be not amended at the next session of the legislature following 
the admission of such savings bank to membership so as to authorize 
mutual savings banks to purchase Federal reserve bank stock, or if such 
laws be so amended and such bank fail within six months thereafter to 
purchase such stock, all of its rights and privileges as a member bank 
shall be forfeited and its membership in the Federal Reserve System 
shall be terminated in the manner prescribed elsewhere in this section 
with respect to State member banks and trust companies. Each such 
mutual savings bank shall comply with all the provisions of law ap- 
plicable to State member banks and trust companies, with the regula- 
tions of the Board of Governors of the Federal Reserve System and 
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with the conditions of membership prescribed for such savings bank at 
the time of admission to senabersidan except as otherwise hereinbefore 
provided with respect to capital stock. 

Each bank admitted to membership under this section shall obtain 
from each of its affiliates other than member banks and furnish to the 
Federal reserve bank, of its district and to the Board of Governors 
of the Federal Reserve System not less than three reports during 
each year. Such reports shall be in such form as the Board of Gov- 
ernors of the Federa) Reserve System may prescribe, sha)) be verified 
by the oath or affirmation of the president or such officer as may be 
designated by the board of directors of such affiliate to verify such 
reports, and shal] disclose the information hereinafter provided for 
as of dates identical with those fixed by the Board of Governors of 
the Federal Reserve System for reports of the condition of the affilia- 
ted member bank. Each such report of an affiliate shall be trans- 
mitted as herein provided at the same time as the corresponding 
report of the affiliated member bank, except that the Board of Gov- 
ernors of the Federal Reserve System may, in its discretion, extend 
such time for good cause shown. Each such report shall contain 
such information as in the judgment of the Board of Governors of 
the Federal Reserve System shall be necessary to disclose fully the 
relations between such affiliate and such bank and to enable the Board 
to inform itself as to the effect of such relations upon the affairs of 
such bank. The reports of such affiliates shall be published by the 
bank under the same conditions as govern its own condition reports. 

Any such affiliated member bank may be required to obtain from 


any such affiliate such additional reports as in the opinion of its 
Federal reserve bank or the Board of Governors of the Federal Re- 
serve System may be necessary in order to obtain a full and complete 
knowledge of the condition of the affiliated member bank. Such 
additional reports shall be transmitted to the Federal reserve bank 
and the Board of Governors of the Federal Reserve System and shall 
be in such form as the Board of Governors of the Federal Reserve 
System may prescribe. 

Any such affiliated member bank which fails to obtain from any 
of its affiliates and furnish any report provided for by the two pre- 
ceding paragraphs of this section shall be subject to a penalty of 
$100 for each day during which such failure continues, which, by 
direction of the Board of Governors of the Federal Reserve System, 
may be collected, by suit or otherwise, by the Federal reserve bank 
of the district in which such member bank is located. For the pur- 
poses of this paragraph and the two preceding paragraphs of this 
section, the term “affiliate” shall include holding company affiliates as 
well as other affiliates. 

State member banks shall be subject to the same limitations and 
conditions with respect to the purchasing, selling, underwriting, and 
holding of investment securities and stock as are applicable in the 
case of national banks under paragraph “Seventh” of section 5136 
of the Revised Statutes, as amended. 

After the date of the enactment of the Banking Act of 1935, no 
certificate evidencing the stock of any State member bank shall bear 
any statement oe to represent the stock of any other corpora- 
tion, except a member bank or a corporation engaged on June 16, 1934, 
in holding the bank premises of such member bank, nor shall the 
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ownership, sale, or transfer of any certificate representing the stock 
of any State member bank be conditioned in any manner whatsoever 
upon the ownership, sale, or transfer of a certificate representing the 
stock of any other corporation, except a member bank or a corporation 
engaged on June 16, 1934, in holding the bank premises of such mem- 
ber bank: Provided, That this section shall not operate to prevent the 
ownership, sale, or transfer of stock of any other corporation being 
conditioned upon the ownership, sale, or transfer of a certificate repre- 
senting stock of a State member bank. 

Each State member bank affiliated with a holding company affiliate 
shall obtain from such holding company affiliate, within such time as 
the Board of Governors of the Federal Reserve System shall prescribe, 
an agreement that such holding company affiliate shall be subject to the 
sume conditions and limitations as are applicable under section 5144 
of the Revised Statutes, as amended, in the case of holding company 
affiliates of national banks. A copy of each such agreement shall be 
filed with the Board of Governors of the Federal Reserve System. 
Upon the failure of a State member bank affiliated with a holding 
company affiliate to obtain such an agreement within the time so pre- 
scribed, the Board of Governors of the Federal Reserve System shall 
require such bank to surrender its stock in the Federal reserve bank 
and to forfeit all rights and privileges of membership in the Federal] 
Reserve System as provided in this section. Whenever the Board of 
(Governors of the Federal Reserve System shall have revoked the vot- 
ing permit of any such holding company affiliate, the Board of Gov- 
ernors of the Federal Reserve System may, in its discretion, require 
any or all State member banks affiliated with such holding company 
affiliate to surrender their stock in the Federal reserve bank and to 
forfeit all rights and privileges of membership in the Federal Reserve 
System as provided in this section. 

In connection with examinations of State member banks, examiners 
selected or approved by the Board of Governors of the Federal Reserve 
System shall make such examinations of the affairs of all affiliates of 
such banks as shall be necessary to disclose fully the relations between 
such banks and their affiliates and the effect of such relations upon 
the affairs of such banks. The expense of examination of affiliates of 
any State member bank may, in the discretion of the Board of Gov- 
ernors of the Federal Reserve System, be assessed against such bank 
and, when so assessed, shall be paid by such bank. In the event of 
the refusal to give any information requested in the course of the 
examination of any such affiliate, or in the event of the refusal to 
permit such examination, or in the event of the refusal to pay any 
expenses so assessed, the Board of Governors of the Federal Reserve 
System may, in its discretion, require any or all State member banks 
affiliated with such affiliate to surrender their stock in the Federal 
reserve bank and to forfeit all rights and privileges of membership 
in the Federal Reserve System, as provided in this section. 


BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM 


Sec. 10. The Board of Governors of the Federal Reserve System 
(hereinafter referred to as the “Board”) shall be composed of seven 
members, to be appointed by the President, by and with the advice and 
consent of the Senate, after the date of enactment of the Banking Act 





122 STUDY OF BANKING LAWS 


of 1935, for terms of fourteen years except as hereinafter provided, but 
each appointive member of the Federal Reserve Board in office on such 
date shall continue to serve as a member of the Board until February 1, 
1936, and the Secretary of the Treasury and the Comptroller of the 
Currency shall continue to serve as members of the Board until Febru- 
ary 1,1936. Inselecting the members of the Board, not more than one 
of whom shall be selected from any one Federal Reserve district, the 
President shall have due regard to a fair representation of the finan- 
cial, agricultural, industrial, and commercial interests, and geographi- 
cal divisions of the country. The members of the Board shali devote 
their entire time to the business of the Board and shall each receive 
an annual salary of $15,000, payable monthly, together with actual 
necessary traveling expenses. 

The members of the Board shall be ineligible during the time they 
are in office and for two years thereafter to hold any office, position, or 
employment in any member bank, except that this restriction shall not 
apply to a member who has served the full term for which he was 
appointed. Upon the expiration of the term of any appointive mem- 
ber of the Federal Reserve Board in office on the day of enactment 
of the Banking Act of 1935, the President shall fix the term of the 
successor to such member at not to exceed fourteen years, as designated 
by the President at the time of nomination, but in such manner as to 
provide for the expiration of the term of not more than one member 
in any two-year period, and thereafter each member shall hold office 
for a term of fourteen years from the expiration of the term of his 
predecessor, unless sooner removed for cause by the President. Of 
the persons thus appointed, one shall be designated by the President 
as chairman and one as vice chairman of the Board, to serve as such 
for a term of four years. The chairman of the Board, subject to its 
supervision, shall be its active executive officer. Each member of the 
Board shall within fifteen days after notice of appointment make and 
subscribe to the oath of office. Upon the expiration of their terms of 
office, members of the Board shall continue to serve until their suc- 
cessors are appointed and have qualified. Any person appointed as a 
member of the Board after the date of enactment of the Banking Act 
of 1935 shall not be eligible for reappointment as such member after 
he shall have served a full term of fourteen years. 

The Board of Governors of the Federal Reserve System shall have 
power to levy semiannually upon the Federal reserve banks, in pro- 
portion to their capital stock and surplus, an assessment sufficient 
to pay its estimated expenses and the salaries of its members and 
employees for the half year succeeding the levying of such assessment, 
together with any deficit carried forward from the preceding half 
year, and such assessments may include amounts sufficient to provide 
for the acquisition by the Board in its own name of such site or build- 
ing in the District of Columbia as in its judgment alone shall be neces- 
sary for the purpose of providing suitable and adequate quarters for 
the performance of its functions. After approving such plans, esti- 
mates, and specifications as it shall have caused to be prepared, the 
Board may, notwithstanding any other provision of law, cause to be 
constructed on the site so acquired by it a building suitable and ade- 
quate in its judgment for its purposes and proceed to take all such steps 
as it may deem necessary or appropriate in connection with the con- 
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struction, equipment, and furnishing of such building. The Board 
may maintain, enlarge, or remodel any building so acquired or con 
structed and shall have sole control of such building and space therein. 

The principal offices of the Board shall be in the District of Colum 
bia. At meetings of the Board the chairman shall preside, and, in his 
absence, the vice chairman shall preside. In the absence of the chair 
man and the vice chairman, the Board shall elect a member to act as 
chairman pro tempore. The Board shall determine and prescribe the 
manner in which its obligations shall be incurred and its disburse- 
ments and expenses allow ed and paid, and may leave on deposit in the 
Federal Reserve banks the proceeds of assessments levied upon them to 
defray its estimated expenses and the salaries of its members and em- 

jloyees, whose employment, eompensation, leave, and expenses shall 
governed solely by the provisions of this Act, specific amendments 
thereof, and rules and regulations of the Board not inconsistent there- 
with; and funds derived from such assessments shall not be construed 
to be Government funds or appropriated moneys. No member of the 
Board of Governors of the Federal Reserve System shall be an officer 
or director of any bank, banking institution, trust company, or Federal! 
Reserve bank or hold stock in any bank, banking institution, or trust 
company; and before entering upon his duties as a member of the 
Board of Governors of the Federal Reserve System he shall certify 
under oath that he has complied with this requirement, and such cer 
tificatiton shall be filed with the secretary of the Board. Whenever a 
vacancy shall occur, other than by expiration of term, among the six 
members of the Board of Governors of the Federal Reserve System ap- 
pointed by the President as above provided, a successor shall b> ap- 
pointed by the President, by and with the advice and consent of the 
Senate, to fill such vacancy, and when appointed he shall hold office 
for the unexpired term of his predecessor. 

The President shall have power to fill all vacancies that may happen 
on the Board of Governors of the Federal Reserve System during the 
recess of the Senate by granting commissions which shall expire with 
the next session of the Senate. 

Nothing in this Act contained shall be construed as taking away any 
powers heretofore vested by law in the Secretary of the Treasury which 
relate to the supervision, management, and control of the Treasury 
Department and bureaus under such department, and wherever any 
power vested by this Act in the Board of Governors of the Federal] 
Reserve System or the Federal reserve agent appears to conflict with 
the powers of the Secretary of the Treasury, such powers shall be ex 
ercised subject to the supervision and control of the Secretar y. 

The Board of Governors of the Federal Reserve System shall an- 
nually make a full report of its operations to the Speaker of the House 
of Representatives, who shall cause the same to be printed for the in- 
formation of the Congress. 

Section three hundred and twenty-four of the Revised Statutes of 
the United States shall be amended so as to read as follows: 

“Src, 324. There shall be in the Department of the Treasury a 
bureau charged with the execution of all laws passed by Congress 
relating to the issue and regulation of national currency sec ured by 
United States bonds and, under the general supervision of the Board 
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of Governors of the Federal Reserve System, of all Federal Reserve 
notes, the chief officer of which bureau shall be called the Comptroller 
of the Currency and shall perform his duties under the general direc- 
tions of the Secretary of the Treasury. 

“No Federal reserve bank shall have authority hereafter to enter 
into any contract or contracts for the erection of any branch bank 
building of any kind or character, or to authorize the erection of any 
such building, if the cost of the building proper, exclusive of the 
cost of the vaults, permanent equipment, furnishings, and fixtures, 
is in excess of $250,000: Provided, That nothing herein shall apply to 
any building under construction prior to June 8, 1922: Provided 
further, That the cost as above specified shall not be so limited as 
long as the aggregate of such costs whieh are incurred by all Federal 
Reserve banks for branch bank buildings with the approval of the 
Board of Governors after the date of enactment of this proviso does 
not exceed $30,000,000.” 

The Board of Governors of the Federal Reserve System shall keep 
a complete record of the action taken by the Board and by the 
Federal Open Market Committee upon all questions of policy relating 
to open-market operations and shall record therein the votes taken 
in connection with the determination of open-market policies and the 
reasons underlying the action of the Board and the Committee in 
each instance. The Board shall keep a similar record with respect 
to all questions of policy determined by the Board, and shall include 
in its annual report to the Congress a full account of the action so 
taken during the preceding year with respect to open-market policies 
and operations and with respect to the policies determined by it and 
shall include in such report a copy of the records required to be kept 
under the provisions of this paragraph. 

Sec. 10 (a). Upon receiving the consent of not less than five mem- 
bers of the Board of Governors of the Federal Reserve System, any 
Federal reserve bank may make advances, in such amount as the 
board of directors of such Federal reserve bank may determine, to 
groups of five or more member banks within its district, a majority 
of them independently owned and controlled, upon their time or de- 
mand promissory notes, provided the bank or banks which receive 
the proceeds of such advances as herein provided have no adequate 
amounts of eligible and acceptable assets available to enable such bank 
or banks to obtain sufficient credit accommodations from the Federal 
reserve bank through rediscounts or advances other than as provided 
in section 10 (b). The liability of the individual banks in each group 
must be limited to such proportion of the total amount advanced to 
such group as the deposit liability of the respective banks bears to the 
aggregate deposit liability of all banks in such group, but such ad- 
vances may be made to a lesser number of such member banks if the 
aggregate amount of their deposit liability constitutes at least 10 
per centum of the entire deposit liability of the member banks within 
such district. Such banks shall be authorized to distribute the pro- 
ceeds of such loans to such of their number and in such amount as 
they may agree upon, but before so doing they shall require such re- 
cipient banks to deposit with a suitable trustee, representing the entire 
group, their individual notes made in favor of the group protected 
by such collateral security as may be agreed upon. Any Federal 
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reserve bank making such advance shall charge interest or discount 
thereon at a rate not less than 1 per centum above its discount rate 
in effect at the time of making such advance. Nosuch note upon which 
advances are made by Federal reserve bank under this section shall 
be eligible under section 16 of this Act as collateral security for 
Federal reserve notes, 

No obligations of any foreign government, individual, partnership, 
association, or corporation organized under the laws thereof shall be 
eligible as collateral security for advances under this section, 

Member banks are authorized to obligate themselves in accordance 
with the provisions of this section. 

Sec. 10 (b). Any Federal Reserve bank, under rules and reguJations 
prescribed by the Board of Governors of the Federal Reserve System, 
may make advances to any member bank on its time or demand notes 
having maturities of not more than four months and which are secured 
to the satisfaction of such Federal Reserve bank. Each such note shall 
bear interest at a rate not less than one-half of 1 per centum per annum 
higher than the highest discount rate in effect at such Federal Reserve 
bank on the date of such note. 

Sec. 11. The Board of Governors of the Federal Reserve System 
shall be authorized and empowered : 

(a) To examine at its discretion the accounts, books and affairs of 
each Federal reserve bank and of each member bank and to require such 
statements and reports as it may deem necessary. The said board shall 
publish once each week a statement showing the condition of each Fed- 
eral reserve bank and a consolidated statement for all Federal reserve 
banks. Such statements shall show in detail the assets and liabilities of 
the Federal reserve banks, single and combined, and shall furnish full 
information regarding the character of the money held as reserve and 
the amount, nature and maturities of the paper and other investments 
owned or held by Federal reserve banks. 

(b) To permit, or, on the affirmative vote of at least five members of 
the Board of Governors of the Federal Reserve System to require 
Federal reserve banks to rediscount the discounted paper of other 
Federal reserve banks at rates of interest to be fixed by the Board of 
(rovernors of the Federal Reserve System. 

(c) To suspend for a period not exceeding thirty days, and from 
time to time to renew such suspension for periods not exceeding fifteen 
days, any reserve requirements specified in this Act: Provided, That it 
shall establish a graduated tax upon the amounts by which the reserve 
requirements of this Act may be permitted to fall below the level here- 
inafter specified: And provided further, That when the reserve held 
against Federal Reserve notes falls below 25 per centum, the Board of 
Governors of the Federal Reserve System shall establish a graduated 
tax of not more than 1 per centum per annum upon such deficiency 
until the reserves fall to 20 per centum, and when said reserve falls 
below 20 per centum, a tax at the rate increasingly of not less than 
114 per centum per annum upon each 214 per centum or fraction 
thereof that such reserve falls below 20 per centum. The tax shall be 
paid by the Reserve bank, but the Reserve bank shall add an amount 
equal to said tax to the rates of interest and discount fixed by the 
Board of Governors of the Federal Reserve System. 

(d) To supervise and regulate through the bureau under the charge 
of the Comptroller of the Currency the issue and retirement of Federal 
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reserve notes, and to prescribe rules and regulations under which such 
notes may be delivered by the Comptroller to the Federal reserve 
agents applying therefor. 

(e) To add to the number of cities classified as reserve and central 
reserve cities under existing law in which national banking associa- 
tions are subject to the reserve requirements set forth in section twenty 
of this Act; or to reclassify existing reserve and central reserve cities 
or to terminate their designation as such. 

(f) To suspend or remove any officer or director of any Federal re- 
serve bank, the cause of such removal to be forthwith communicated 
in writing by the Board of Governors of the Federal Reserve System 
to the removed officer or director and to said bank. 

(g) To require the writing off of doubtful or worthless assets upon 
the books and balance sheets of Federal reserve banks. 

(h) To suspend, for the violation of any of the provisions of this Act, 
the operations of any Federal reserve bank, to take possession there- 
of, administer the same during the period of suspension, and, when 
deemed advisable, to liquidate or reorganize such bank. 

(i) To require bonds of Federal reserve agents, to make regulations 
for the safeguarding of all collateral bonds, Federal reserve notes, 
money or property of any kind deposited in the hands of such agents, 
and said board shall perform the duties, functions, or services specified 
in this Act, and make all rules and regulations necessary to enable said 
board effectively to perform the same. 

(j) To exercise general supervision over said Federal reserve banks. 

(k) To grant by special permit to national banks applying therefor, 
when not in contravention of State or local law, the right to act as 
trustee, executor, administrator, registrar of stocks and bonds, guard- 
ian of estates, assignee, receiver, committee of estates of lunatics, or 
in any other fiduciary capacity in which State banks, trust companies, 
or other corporations which come into competition with national banks 
are permitted to act under the laws of the State in which the national 
bank is located. 

Whenever the laws of such State authorize or permit the exercise of 
any or all of the foregoing powers by State banks, trust companies, or 
other corporations which compete with national banks, the granting 
to and the exercise of such powers by national banks shall not be 
deemed to be in contravention of State or local law within the meaning 
of this Act. 

National banks exercising any or all of the powers enumerated in 
this subsection shall segregate all assets held in any fiduciary capacity 
from the general assets of the bank and shall keep a separate set of 
books and records showing in proper detail all transactions engaged 
in under authority of this subsection. The State banking authorities 
may have access to reports of examination made by the Comptroller 
of the Currency insofar as such reports relate to the trust department 
of such bank, but nothing in this Act shall be construed as authorizing 
the State banking authorities to examine the books, records, and assets 
of such bank. 

No national bank shall receive in its trust department deposits of 
current funds subject to check or the deposit of checks, drafts, bills 
of exchange, or other items for collection or exchange purposes. Funds 
deposited or held in trust by the bank awaiting investment shall be 
carried in a separate account and shall not be used by the bank in the 
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conduct of its business unless it shall first set aside in the trust depart- 
ment United States bonds or other securities approved by the Board 
of Governors of the Federal Reserve System. 

In the event of the failure of such bank the owners of the funds held 
in trust for investment shall have a lien on the bonds or other securities 
so set apart in addition to the claim against the estate of the bank. 

Whenever the laws of a State require corporations acting in a 

fiduciary capacity, to deposit securities with the State authorities for 
the protection of private or court trusts, national banks so acting 
shall be required to make similar deposits and securities so deposited 
* ill be held for the protection of private or court trusts, as provided 
y the State law. 

" Wetiemnl banks in such cases shall not be required to execute the 
bond usually required of individuals if State corporations under simi- 
lar circumstances are exempt from this requirement. 

National banks shall have power to execute such bond when so re 
quired by the laws of the State. 

In any case in which the laws of a State require that a corporation 
acting as trustee, executor, administrator, or in any capacity specified 
in this section, shall take an oath or make an affidavit, the president, 
vice president, cashier, or trust officer of such national bank may take 
the necessary oath or execute the necessary affidavit. 

It shall be unlawful for any national banking association to lend 
any officer, director, or employee any funds held in trust under the 
powers conferred by this section. Any officer, director, or employee 
making such loan, or to whom such loan is made, may be fined not more 
than $5,000, or imprisoned not more than five years, or may be both 
fined and imprisoned, in the discretion of the court. 

In passing upon applications for permission to exercise the powers 
enumerated in this subsection, the Board of Governors of the Federal 
Reserve System may take into consideration the amount of capital and 
surplus of the applying bank, whether or not such capital and surplus 
is sufficient under the circumstances of the case, the needs of the com- 
munity to be served, and any other facts and circumstances that seem 
to it proper, and may grant or refuse the application accordingly : 
Provided, That no permit shall be issued to any national banking asso- 
ciation having a capital and surplus less than the ¢ capital and surplus 
required by State law of State banks, trust companies, and corpora- 
tions exereising such powers 

Any national banking association desiring to surrender its right to 
exercise the powers gr: anted under this subsection, in order to relieve 
itself from the necessity of complying with the requirements of this 
subsection, or to have returned to it any securities which it may have 
deposited with the State authorities for the protection of private or 
court trusts, or for any other purpose, may file with the Board of Gov- 
ernors of the Federal Reserve System a certified copy of a resolution 
of its board of directors signifying such desire. Upon receipt of such 
a resolution, the Board of Governors of the Federal Reserve System, 
after satisfying itself that such bank has been relieved in accordance 
with State law of all duties as trustee, executor, administrator, regis- 
trar of stocks and bonds, guardian of estates, assignee, receiver, com- 
mittee of estates of lunatics or other fiduciary, under court, private, 
or other appointments previously accepted under authority of this 
subsection, may, in its discretion, issue to such bank a certificate certi- 
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fying that such bank is no longer authorized to exercise the powers 
granted by this subsection. Upon the issuance of such a certificate by 
the Board of Governors of the Federal Reserve System, such bank 
(1) shall no longer be subject to the provisions of this subsection or 
the regulations of the Board of Governors of the Federal Reserve 
System made pursuant thereto, (2) shall be entitled to have returned 
to it any securities which it may have deposited with the State author- 
ities for the protection of private or court trusts, and (3) shall not 
exercise thereafter any of the powers granted by this subsection with- 
out first applying for and obtaining a new permit to exercise such pow- 
ers pursuant to the provisions of this subsection. The Board of Gov- 
ernors of the Federal Reserve System is authorized and empowered to 
promulgate such regulations as it may deem necessary to enforce com- 
pliance with the provisions of this subsection and the proper exercise 
of the powers granted therein. 

(1) To employ such attorneys, experts, assistants, clerks, or other 
employees as may be deemed necessary to conduct the business of the 
board. All salaries and fees shall be fixed in advance by said board 
and shall be paid in the same manner as the salaries of the members 
of said board. All such attorneys, experts, assistants, clerks, and 
other employees shall be appointed without regard to the provisions 
of the Act of January sixteenth, eighteen hundred and eighty-three 
(volume twenty-two, United States Statutes at Large, page four hun- 
dred and three), and amendments thereto, or any rule or regulation 
made in pursuance thereof: Provided, That nothing herein shall pre- 
vent the President from placing said employees in the classified serv- 
ice. 

(m) Upon the affirmative vote of not less than six of its members the 
Board of Governors of the Federal Reserve System shall have power to 
fix from time to time for each Federal reserve district the percentage of 
individual bank capital and surplus which may be represented by loans 
secured by stock or bond collateral made by ine ee banks within 
such district, but no such loan shall be made by any such bank to any 
person in an amount in excess of 10 per centum of the unimpaired 
‘apital and surplus of such bank: Provided, That with respect to loans 
represented by obligations in the form of notes secured by not less than 
a like amount of bonds or notes of the United States issued since April 
24, 1917, certificates of indebtedness of the United States, Treasury 
bills of the United States, or obligations fully guaranteed both as to 
principal and interest by the United States, such limitation of 10 per 
centum on loans to any person shall not apply, but State member banks 
shall be subject to the same limitations and conditions as are appli- 
‘able in the case of national banks under paragraph (8) of section 5200 
of the Revised Statutes, as amended (U.S. C., Supp. VII, title 12, sec. 
84). Any percentage so fixed by the Board of Governors of the Fed- 
eral Reserve System shall be subject to change from time to time upon 
ten days’ notice, and it shall be the duty of the Board to establish such 
percentages with a view to preventing the undue use of bank loans for 
the speculative carrying of securities. The Board of Governors of the 
Federal Reserve System shall have power to direct any member bank 
to refrain from further increase of its loans secured by stock or bond 
collateral for any period up to one year under penalty of suspension of 
all rediscount privileges at Federal reserve banks. 
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(n) Whenever in the judgment of the Secretary of the Treasury such 
action is necessary to protect the currency system of the United States, 
the Secretary of the Treasury, in his discretion, may require any or al! 
individuals, partnerships, associations and corporations to pay and 
deliver to the Treasurer of the United States any or all gold coin, gold 
bullion and gold certificates owned by such individu: als, partnerships, 
associations and corporations. Upon receipt of such gold coin, gold 
bullion or gold certificates, the Secretary of the Treasury shall pay 
therefor an equivalent amount of any other form of coin or currency 
coined or issued under the laws of the United States. The Secretary 
of the Treasury shall pay all costs of the transportation of such gold 
bullion, gold certificates, coin, or currency, including the cost of insur- 
ance, protection, and such other incidental costs as may be reasonably 
necessary. Any individual, partnership, association, or corporation 
failing to comply with any requirement of the Secretary of the Treas- 
ury made under this subsection shall be subject to a penalty equal to 
twice the value of the gold or gold certificates in respect of which such 
failure occurred, and such penalty may be collected by the Secretary of 
the Treasury by suit or otherwise. 


FEDERAL ADVISORY COUNCIL 


Sec. 12. There is hereby created a Federal Advisory Council, which 
shall consist of as many members as there are Federal reserve districts. 
Kach Federal reserve bank by its board of directors shall annually 
select from its own Federal reserve district one member of said council, 


who shall receive such cone and allowances as may be fixed 


by his board of directors subject to the approval of the Board of Gov- 
ernors of the Federal Reserve System. The meetings of said advisory 
council shall be held at Washington, District of ¢ ‘olumbia, at least four 
times each year, and oftener if c: alled by the Board of Governors of the 
Federal Reserve System. The council may in addition to the meetings 
above provided for hold such other meetings in Washington, District 
of Columbia, or elsewhere, as it may deem necessary, may ‘select its own 
officers and adopt its own methods of procedure, and a majority of its 
members shall constitute a quorum for the transaction of business. 
Vacancies in the council shall be filled by the respective reserve banks, 
and members selected to fill vacancies, shall serve for the unexpired 
term. 

The Federal Advisory Council shall have power, by itself or through 
its officers, (1) to confer directly with the Board of Governors of the 
Federal Reserve System on general business conditions; (2) to make 
oral or written representations concerning matters within the jurisdic- 
tion of said board; (3) to call for information and to make recom- 
mendations in regard to discount rates, rediscount business, note is- 
sues, reserve conditions in the various districts, the purchase and sale of 
gold or securities by reserve banks, open-market operations by said 
banks, and the general affairs of the reserve banking system. 

Sec. 12A. (a) There is hereby created a Federal Open Market Com- 
mittee (hereinafter referred to as the “Committee”), which shall con- 
sist of the members of the Board of Governors of the Federal Reserve 
System and five representatives of the Federal Reserve banks to be 
selected as hereinafter provided. Such representatives shall be presi- 
dents or first vice presidents of Federal Reserve banks and, beginning 
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with the election for the term commencing March 1, 19438, shall be 
elected annually as follows: One by the board of directors of the Fed- 
eral Reserve Bank of New York, one by the boards of directors of the 
Federal Reserve Banks of Boston, Philadelphia, and Richmond, one by 
the boards of directors of the Federal Reserve Banks of Cleveland and 
Chicago, one by the boards of directors of the Federal Reserve Banks 
of Atlanta, Dallas, and St. Louis, and one by the boards of directors of 
the Federal Reserve Banks of Minneapolis, Kansas City, and San 
Francisco. In such elections each board of directors shall have one 
vote; and the details of such elections may be governed by regulations 
prescribed by the committee, which may be amended from time to 
time. An alternate to serve in the absence of each such representa- 
tive shall likewise be a president or first vice president of a Federal 

teserve bank and shall be elected annually in the same manner. The 
meetings of said Committee shall be held at Washington, District of 
Columbia, at least four times each year upon the call of the chairman 
of the Board of Governors of the Federal Reserve System or at the 
request by any three members of the committee. 

(b) No Federal Reserve bank shall engage or decline to engage in 
open-market operations under section 14 of this Act except in accord- 
ance with the direction of and regulations adopted by the Committee. 
The Committee shall consider, adopt, and transmit to the several 
Federal Reserve banks, regulations relating to the open-market trans- 
actions of such banks. 

(c) The time, character, and volume of all purchases and sales of 
paper described in section 14 of this Act as eligible for open-market 
operations shall be governed with a view to accommodating commerce 
and business and with regard to their bearing upon the general credit 
situation of the country. 


POWERS OF FEDERAL RESERVE BANKS 


Sec. 13. Any Federal reserve bank may receive from any of its 
member banks, and from the United States, deposits of current funds 
in lawful money, national-bank notes, Federal reserve notes, or checks, 
and drafts, payable upon presentation, and also, for collection, matur- 
ing notes and bills; or, solely for purposes of exchange or of collection, 
may receive from other Federal reserve banks deposits of current funds 
in lawful money, national-bank notes, or checks upon other Federal re- 
serve banks, and checks and drafts, payable upon presentation within 
its district, and maturing notes and bills payable within its district; or, 
solely for the purposes of exchange or of collection, may receive from 
any nonmember bank or trust company deposits of current funds in 
lawful money, national-bank notes, Federal reserve notes, checks and 
drafts payable upon presentation, or maturing notes and bills: Pro- 
vided, Such nonmember bank or trust company maintains with the 
Federal reserve bank of its district a balance sufficient to offset the items 
in transit held for its account by the Federal reserve bank: Provided 
further, That nothing in this or any other section of this Act shall be 
construed as prohibiting a member or nonmember bank from making 
reasonable charges, to be determined and regulated by the Board of 
Governors of the Federal Reserve System, but in no case to exceed 10 
cents per $100 or fraction thereof, based on the total of checks and 
drafts presented at any one time, for collection or payment of checks 
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and drafts and remission therefor by exchange or otherwise; but no 
such charges shall be made against the Federal reserve banks. 

Upon the indorsement of any of its member banks, which shall be 
deemed a waiver of demand, notice and protest by such bank as to its 
own indorsement exclusively, any Federal reserve bank may discount 
notes, drafts, and bills of exchange arising out of actual commercial 
transactions; that is, notes, drafts, and bills of exchange issued or 
drawn for agricultural, industrial, or commercial purposes, or the pro- 
ceeds of which have been used, or are to be used, for such purposes, the 
Board of Governors of the Federal Reserve System to have the right to 
determine or define the character of the paper thus eligible for dis- 
count, within the meaning of this Act. Nothing in this Act contained 
shall be construed to prohibit such notes, drafts, and bills of exchange, 
secured by staple agricultural products, or other goods, wares, or mer- 
chandise from being eligible for such discount, and the notes, drafts, 
and bills of exchange of factors issued as such making advances exclu- 
sively to producers of staple agricultural products in their raw state 
shall be eligible for such discount; but such definition shall not include 
notes, drafts, or bills covering merely investments or issued or drawn 
for the purpose of carrying or trading in stocks, bonds, or other invest- 
ment securities, except bonds and notes of the Government of the 
United States. Notes, drafts, and bills admitted to discount under the 
terms of this paragraph must have a maturity at the time of discount 
of not more than 90 days, exclusive of grace. 

In unusual and exigent circumstances, the Board of Governors of 
the Federal Reserve System, by the affirmative vote of not less than five 
members, may authorize any Federal reserve bank, during such periods 
as the said board may determine, at rates established in accordance 
with the provisions of section 14, subdivision (d), of this Act, to dis- 
count for any individual, partnership, or corporation, notes, drafts, 
and bills of exchange of the kinds and maturities made eligible for 
discount for member banks under other provisions of this Act when 
such notes, drafts, and bills of exchange are indorsed or otherwise 
secured to the satisfaction of the Federal Reserve bank: Provided, 
That before discounting any such note, draft, or bill of exchange for 
an individual or a partnership or corporation the Federal reserve bank 
shall obtain evidence that such individual, partnership, or corporation 
is unable to secure adequate credit accommodations from other bank- 
ing institutions. All such discounts for individuals, partnerships, or 
corporations shall be subject to such limitations, restrictions, and 
regulations as the Board of Governors of the Federal Reserve System 
may prescribe. 

Upon the indorsement of any of its member banks, which shall be 
deemed a waiver of demand, notice, and protest by such bank as to its 
own indorsement exclusively, and subject to regulations and limita- 
tions to be prescribed by the Board of Governors of the Federal Re- 
serve System, any Federal reserve bank may discount or purchase 
bills of exchange payable at sight or on demand which grow out of 
the domestic shipment or the exportation of nonperishable, readily 
marketable agricultural and other staples and are secured by bills of 
lading or other shipping documents conveying or securing title to 
such staples: Provided, That all such bills of exchange shall be for- 
warded promptly for collection, and demand for payment shall be 
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made with reasonable promptness after the arrival of such staples at 
their destination: Provided further, That no such bill shall in any 
event be held by or for the account of a Federal reserve bank for a 
period in excess of ninety days. In discounting such bills Federal 
reserve banks may compute the interest to be deducted on the basis of 
the estimated life of each bill and adjust the discount after payment 
of such bills to conform to the actual life thereof. 

The aggregate of notes, drafts, and bills upon which any person, 
copartnership, association, or corporation is liable as maker, acceptor, 
indorser, drawer, or guarantor, rediscounted for any member bank, 
shall at no time exceed the amount for which such person, copartner- 
ship, association, or corporation may lawfully become liable to a 
national banking association under the terms of section 5200 of the 
Revised Statutes, as amended : Provided, however, That nothing in this 
paragraph shall be construed to change the character or class of paper 
now eligible for rediscount by Federal reserve banks. 

Any Federal reserve bank may discount acceptances of the kinds 
hereinafter described, which have a maturity at the time of discount of 
not more than 90 days’ sight, exclusive of days of grace, and which are 
indorsed by at least one member bank: Provided, That such accept- 
ances if drawn for an agricultural purpose and secured at the time 
of acceptance by warehouse receipts or other such documents convey- 
ing or securing title covering readily marketable staples may be dis- 
counted with a maturity at the time of discount of not more than six 
months’ sight exclusive of days of grace. 

Any member bank may accept drafts or bills of exchange drawn 
upon it having not more than six months sight to run, exclusive of 
days of grace, which grow out of transactions involving the importa- 
tion or exportation of goods; or which grow out of transactions involv- 
ing the domestic shipment of goods provided shipping documents 
conveying or securing title are attached at the time of acceptance; or 
which are secured at the time of acceptance by a warehouse receipt 
or other such document conveying or securing title covering readily 
marketable staples. No member bank shall accept, whether in a 
foreign or domestic transaction, for any one person, company, firm, 
or corporation to an amount equal at any time in the aggregate to more 
than ten per centum of its paid-up and unimpaired capital stock and 
surplus, unless the bank is secured either by attached documents or 
by some other actual security growing out of the same transaction 
as the acceptance; and no bank shall accept such bills to an amount 
equal at any time in the aggregate to more than one-half of its paid- 
up and unimpaired capital stock and surplus: Provided, however, 
That the Board of Governors of the Federal Reserve System, under 
such general regulations as it may prescribe, which shall apply to all 
banks alike regardless of the amount of capital stock and surplus, 
may authorize any member bank to accept such bills to an amount not 
exceeding at any time in the aggregate one hundred per centum of its 
paid-up and unimpaired capital stock and surplus: Provided further, 
That the aggreate of acceptances growing out of domestic transactions 
at in no event exceed fifty per centum of such capital stock and 
surplus. 
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Any Federal reserve bank may make advances for periods not ex 
ceeding fifteen days to its member banks on their promissory notes 
secured by the deposit or pledge of bonds, notes, certificates of in- 
debtedness, or Treasury bills of the United States, or by the deposit 
or pledge of debentures or other such obligations of Federal inter- 
mediate eredit banks which are eligible for purchase by Federal re- 
serve banks under section 13 (a) of this Act, or by the deposit or 
pledge of Federal Farm Mortgage Corporation bonds issued under 
the Federal Farm Mortgage Corporation Act, or by the deposit or 
pledge of bonds issued under the provisions of subsection (c) of 
-ection 4 of the Home Owners’ Loan Act of 1933, as amended, and 
any Federal reserve bank may make advances for periods not ex- 
ceeding ninety days to its member banks on their promissory notes 
secured by such notes, drafts, bills of exchange, or bankers’ accept- 
ances as are eligible for rediscount or for purchase by Federal reserve 
banks under the provisions of this Act. All such advances shall be 
made at rates to a established by such Federal reserve banks, such 
rates to be subject to the review and determination of the Board of 
Governors of the Federal Reserve System. If any member bank to 
which any such advance has been made shall, during the life or con- 
tinuance of such advance, and despite an official warning of the re- 
serve bank of the district or of the Board of Governors of the Federal 
Reserve System to the contrary, increase its outstanding loans se- 
cured by collateral in the form of stocks, bonds, debentures, or other 
such obligations, or loans made to members of any organized stock 
exchange, investment house, or dealer in securities, upon any obliga- 
tion, note, or bill, secured or unsecured, for the purpose of purchasing 
and/or carrying stocks, bonds, or other investment securities (except 
obligations of the United States) such advance shall be deemed im- 
mediately due and payable, and such member bank shall be ineligible 
as a borrower at the reserve bank of the district under the provisions 
of this paragraph for such period as the Board of Governors of the 
Federal Reserve System shall determine: Provided, That no tem- 
porary carrying or clearance loans made solely for the purpose of 
facilitating the purchase or delivery of securities offered for public 
subscription shall be included in the loans referred to in this para- 
graph, 

Section fifty-two hundred and two of the Revised Statutes of the 
United States is hereby amended so as to read as follows: No national 
banking association shall at any time be indebted, or in any way liable, 
to an amount exceeding the amount of its capital stock at such time 
actually paid in and remaining as hie ates by losses or otherwise, 
except on account of demands of the nature following: 

First. Notes of circulation. 

Second. Moneys Gaponiied with or collected by the association. 

Third. Bills of exchange or drafts drawn against money actually 
on deposit to the credit of the association, or due thereto. ; 

Fourth. Liabilities to the stockholders of the association for divi- 
dends and reserve profits. 

oe Liabilities incurred under the provisions of the Federal Re- 
serve Act, 
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Sixth. Liabilities incurred under the provisions of the Reconstruc- 
tion Finance Corporation Act. 

Seventh. Liabilities created by the indorsement of accepted bills of 
exchange payable abroad actually owned by the indorsing bank and 
discounted at home or abroad. 

Eighth. Liabilities incurred under the provisions of section 202 of 
Title II of the Federal Farm Loan Act, approved July 17, 1916, as 
amended by the Agricultural Credits Act of 1923. 

Ninth. Liabilities incurred on account of loans made with the ex- 
press approval of the Comptroller of the Currency under paragraph 
(9) of Section 5200 of the Revised Statutes, as amended. 

Tenth. Liabilities incurred under the provisions of section 15b of 
the Federal Reserve Act. 

The discount and rediscount and the purchase and sale by any Fed- 
eral reserve bank of any bills receivable and of domestic and foreign 
bills of exchange, and of acceptances authorized by this Act, shall be 
subject to such restrictions, limitations, and regulations as may be 
imposed by the Board of Governors of the Federal Reserve System. 

That in addition to the powers now vested by law in national bank- 
ing associations organized under the laws of the United States any 
such association located and doing business in any place the population 
of which does not exceed five thousand inhabitants, as shown by the 
last preceding decennial census, may, under such rules and regulations 
as may be prescribed by the Comptroller of the Currency, act as the 
agent for any fire, life, or other insurance company authorized by the 
authorities of the State in which said bank is located to do business 
in said State, by Soliciting and selling insurance and collecting prem- 
iums on policies issued by such company; and may receive for services 
so rendered such fees or commissions as may be agreed upon between 
the said association and the insurance company for which it may act 
as agent ; and may also act as the broker or agent for others in making 
or procuring loans on real estate located within one hundred miles of 
the place in which said bank may be located, receiving for such services 
a reasonable fee or commission: Provided, however, That no such 
bank shall in any case guarantee either the principal or interest of 
any such loans or assume or guarantee the payment of any premium 
on insurance policies issued through its agency by its principal: And 
provided further, That the bank shall not guarantee the truth of any 
statement made by an assured in filing his application for insurance 

Any member bank may accept drafts or bills of exchange drawn 
upon it having not more than three months’ sight to run, exclusive 
of days of grace, drawn under regulations to be prescribed by the 
Board of Governors of the Federal Reserve System by banks or bank- 
ers in foreign countries or dependencies or insular possessions of the 
United States for the purpose of furnishing dollar exchange as re- 
quired by the usages of trade in the respective countries, dependencies, 
or insular possessions. Such drafts or bills may be acquired by Fed- 
eral reserve banks in such amounts and subject to such regulations, 
restrictions, and limitations as may be prescribed by the Board of 
Governors of the Federal Reserve System: Provided, however. That 
no member bank shall accept such drafts or bills of exchange referred 
to’ this paragraph for any one bank to an amount exceeding in the 


1So in statute as enacted. 
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aggregate ten per centum of the paid-up and unimpaired capital and 
surplus of the accepting bank unless the draft or bill of exchange 1s 
accompanied by.documents conveying or securing title or by some 
other adequate security : Provided further, That no member bank shall 
accept such drafts or bills in an amount exceeding at any time the 
aggregate of one-half of its paid-up and unimpaired capital and sur- 
plus. 

Subject to such limitations, restrictions and regulations as the Board 
of Governors of the Federal Reserve System may prescribe, any Fed- 
eral reserve bank may make advances to any individual, partnership 
or corporation on the promissory notes of such individual, eo 
ship or corporation secured by direct obligations of the United States. 
Such advances shall be made for periods not exceeding 90 days and 
shall bear interest at rates fixed from time to time by the Federal re- 
serve bank, subject to the review and determination of the Board of 
(;overnors of the Federal Reserve System. 

Sec. 13a. Upon the indorsement of any of its member banks, which 
shall be deemed a waiver of demand, notice, and protest by such bank 
as to its own indorsement exclusively, any Federal reserve bank may, 
subject to regulations and limitations to be prescribed by the Board of 
Governors of the Federal Reserve System, discount notes, drafts, and 
bills of exchange issued or drawn for an agricultural purpose, or based 
upon live stock, and having a maturity, at the time of discount, exclu- 
sive of days of grace, not exceeding nine months, and such notes, drafts, 
and bill of exchange may be offered as collateral security for the issu- 
ance of Federal reserve notes under the provisions of section 16 of this 
Act: Provided, That notes, drafts, and bills of exchange with maturi- 
ties in excess of six months shall not be eligible as a basis for the issu- 
ance of Federal reserve notes unless secured by warehouse receipts or 
other such negotiable documents conveying or securing title to readily 
marketable staple agricultural products or by chattel mortgage upon 
live stock which is being fattened for market. 

That any Federal reserve bank may, subject to regulations and limi- 
tations to be prescribed by the Board of Governors of the Federal 
Reserve System, rediscount such no‘es, drafts, and bills for any Federal 
Intermediate Credit Bank, except that no Federal reserve bank shall 
rediscount for a Federal Intermediate Credit Bank any such note or 
obligation which bears the indorsement of a nonmember State bank or 
trust company which is eligible for membership in the Federal reserve 
system, in accordance with section 9 of this Act. Any Federal reserve 
bank may also, subject to regulations and limitations to be prescribed 
by the Board of Governors of the Federal Reserve System, discount 
notes payable to and bearing the indorsement of any Federal interme- 
diate credit bank, covering loans or advances made by such bank pur- 
suant to the provisions of section 202(a) of Title II of the Federal 
Farm Loan Act, as amended (U.S. C., title 12, ch. 8, see. 1031), which 
have maturities at the time of discount of not more than nine months, 
exclusive of days of grace, and which are secured by notes, drafts, or 
bills of exchange eligible for rediscount by Federal reserve banks. 

Any Federal reserve bank may also buy and sell debentures and other 
such obligations issued by a Federal Intermediate Credit Bank or by a 
National Agricultural Credit Corporation, but only to the same extent 
as and subject to the same limitations as those upon which it may buy 
and sell bonds issued under Title I of the Federal Farm Loan Act. 
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Notes, drafts, bills of exchange or acceptances issued or drawn by 
cooperative marketing associations composed of producers of agricul- 
tural products shall be deemed to have been issued’ or drawn for an 
agricultural purpose, within the meaning of this section, if the proceeds 
thereof have been or are to be advanced by such association to any mem- 
bers thereof for an agricultural purpose, or have been or are to be used 
by such association in making payments to any members thereof o 
account of agricultural products delivered by such members to the 
association, or if such proceeds have been or are to be used by such asso- 
ciation to meet expenditures incurred or to be incurred by the associa- 
tion in connection with the grading, processing, packing, preparation 
for market, or marketing of any agricultural pr roduct handled by such 
association for any cf its members : Provided, That the express enumer- 
ation in this paragraph of certain classes of paper of cooperative 
marketing associations as eligible for rediscount shall not be construed 
as rendering ineligible any other class of paper of such associations 
which is now eligible for rediscount. 

The Board of Governors of the Federal Reserve System may, by 

regulation, limit to a percentage of the assets of a Federal reserve bank 
the amount of notes, drafts, acceptances, or bills having a maturity in 
excess of three months, but not exc eeding six months, exclusive of days 
of grace, which may be discounted by such bank, and the amount of 
notes, dr afts, bills, or acceptances having a maturity in excess of six 
months, but not exceeding nine months, w vhich may be rediscounted by 
such bank. 

Sec. 13b. (a) In exceptional circumstances, when it appears to the 
satisfaction of a Federal Reserve bank that an established industrial or 
commercial business located in its district is unable to obtain requisite 
financial assistance on a reasonable basis from the usual sources, the 
Federal Reserve bank, pursuant to authority granted by the Board of 
Governors of the Federal Reserve System, may make loans to, or pur- 
chase obligations of, such business, or may make commitments with 
respect thereto, on a reasonable and sound basis, for the purpose of 
providing it w ith working capital, but no obligation shall be acquired 
or committment made hereunder with a matur ity exceeding five years. 

(b) Each Federal Reserve bank shall also have power to dise ount for, 
or purchase from, any bank, trust company, mortgage company, credit 
corporation for industry, or other financing institution operating in its 
district, obligations havi ing maturities not exceeding five years, enter ed 
into for the purpose of obtaining working capital for any such estab- 
lished industrial or commercial business; to make loans or advances 
direct to any such financing institution on the security of such obliga- 
tions; and to make commitments with regard to such discount or pur- 
chase of obligations or with respect to such loans or advances on the 
security thereof, including commitments made in advance of the actual 
undertaking of such oblige itions. Each such financing institution shall 
obligate itself to the satisfaction of the Federal Reserve bank for at 
least 20 per centum of any loss which may be sustained by such bank 
upon any of the obligations acquired from such financing institution, 
the existence and amount of any such loss to be determined in accord- 
ance with regulations of the Board of Governors of the Federal Re- 
serve System: Provided, That in lieu of such obligation against loss 
any such financing institution may advance at least 20 per centum 
of such working capital for any established industrial or commercial 
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business without obligating itself to the Federal Reserve bank against 
loss on the amount advanced by the Federal Reserve bank: Provided, 
however, That such advances by the financing institution and the Fed 
eral Reserve bank shall be considered as one advance, and repayment 
shall be made pro rata under such regulations as the Board of Gov- 
ernors of the Federal Reserve System may prescribe. 

(c) The aggregate amount of loans, advances, and commitments of 
the Federal Reserve banks outstanding under this section at any one 
time, plus the amount of purchases and discounts under this section 
held at the same time, shall not exceed the combined surplus of the 
ederal Reserve banks as of July 1, 1954, plus all amounts paid to the 
Federal Reserve banks by the Secretary of the Treasury under sub 
— (e) of this section, and all operations of the Feder: il Reserve 

banks under this section shall be subject to such regulations as the 
Board of Governors of the Federal Reserve System may prescribe. 

(d) For the purpose of aiding the Federal Reserve banks in carry 
ing out the provisions of this section, there is hereby established in 
each Federal Reserve district an industrial advisory committee, to be 
appointed by the Federal Reserve bank subject to the approval and 
regulations of the Board of Governors of the Federal Reserve System, 
and to be composed of not less than three nor more than five members 
as determined by the Board of Governors of the Federal Reserve Sys- 
tem. Hach member of such committee shall be actively engaged in 
some industrial pursuit within the Federal Reserve district in which 
the committee is established, and each such member shall serve with- 
out compensation but shall be entitled to receive from the Federal 
Reserve bank of such district his necessary expenses while engaged in 
the business of the committee, or a per diem allowance in lieu thereof 
to be fixed by the Board of Governors of the Federal Reserve System. 

Kach application for any such loan, advance, purchase, discount, or 
mma shall be submitted to the appropriate committee and, 
after an examination by it of the business with respect to which the 
application is made, the application shall be transmitted to the Federal 
Reserve bank, together with the recommendation of the committee. 

(e) In order to enable the Federal Reserve banks to make the loans, 
discounts, advances, purchases, and commitments provided for in this 
section, the Secretary of the Treasury, on and after June 19, 1934, is 
authorized, under such rules and regulations as he shall prescribe, to 
pay to each Federal Reserve bank not to exceed such portion of the sum 
of $139,299,557 as may be represented by the amount paid by each 
Federal Reserve bank for stock of the Federal Deposit Insurance 
Corporation, upon the execution by each Federal Reserve bank of its 
agreement (to be endorsed on the certificate of such stock) to hold 
such stock unencumbered and to pay tothe United States all dividends, 
all payments on liquidation, and all other proceeds of such stock, for 
which dividends, payments, and proceeds the United States shall be 
secured by such stock itself up to the total amount paid to each Federal 
Reserve bank by the Secretary of the Treasury under this section. 
Each Federal Reserve bank, in addition, shall agree that, in the event 
such dividends, payments, and other proceeds in any calendar year 
do not aggregate 2 per centum of the total payment made by the 
Secretary of the Treasury, under this section, it will pay to the United 
States in such year such further amount, if any, up to 2 per centum of 
the said total payment, as shall be covered by the net earnings of the 
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bank for that year derived from the use of the sum so paid by the 
Secretary of the Treasury, and that for said amount so due the United 
States shall have a first claim against such earnings and stock, and 
further that it will continue such payments until the final liquidation 
of said stock by the Federal Deposit Insurance Corporation. The sum 
so paid to each Federal Reserve bank by the Secretary of the Treasury 
shall become a part of the surplus fund of such Federal Reserve bank 
within the meaning of this section. All amounts required to be 
expended by the Secretary of the Treasury in order to carry out the 
provisions of this section shall be paid out of the miscellaneous receipts 
of the Treasury created by the increment resulting from the reduction 
of the weight of the gold dollar under the President’s proclamation of 
January 31, 1934; and there is hereby appropriated, out of such 
receipts, such sums as shall be required for such purpose. 


OPEN-MARKET OPERATIONS 


Sec. 14. Any Federal reserve bank may, under rules and regulations 
prescribed by the Board of Governors of the Federal Reserve System, 
purchase and sell in the open market, at home or abroad, either from 
or to domestic or foreign banks, firms, corporations, or individuals, 
cable transfers and bankers’ acceptances and bills of exchange of the 
kinds and maturities by this Act made eligible for rediscount, with 
or without the indorsement of a member bank. 

Every Federal reserve bank shall have power: 

(a) To deal in gold coin and bullion at home or abroad, to make 
loans thereon, exchange Federal reserve notes for gold, gold coin, or 
gold certificates, and to contract for loans of gold coin or bullion, giv- 
ing therefor, when necessary, acceptable security, including the hy- 
pothecation of United States bonds or other securities which Federal 
reserve banks are authorized to hold; 

(b) To buy and sell, at home or abroad, bonds and notes of the 
United States, bonds of the Federal Farm Mortgage Corporation hav- 
ing maturities from date of purchase of not exceeding six months, 
bonds issued under the provisions of subsection (c) of section 4 of the 
Home Owners’ Loan Act of 1933, as amended, and having maturities 
from date of purchase of not exceeding six months, and bills, notes, 
revenue bonds, and warrants with a maturity from date of purchase 
of not exceeding six months, issued in anticipation of the collection 
of taxes or in anticipation of the receipt of assured revenues by any 
State, county, district, political subdivision, or municipality in the 
continental United States, including irrigation, drainage and reclama- 
tion districts, such purchases to be made in accordance with rules and 
regulations prescribed by the Board of Governors of the Federal Re- 
serve System: Provided, That notwithstanding any other provision 
of this Act, (1) until July 1, 1958, any bonds, notes, or other obliga- 
tions which are direct obligations of the United States or which are 
fully guaranteed by the United States as to principal and interest 
may be bought and sold without regard to maturities either in the 
open market or directly from or to the United States; but all such 
purchases and sales shall be made in accordance with the provisions 
of section 12A of this Act and the aggregate amount of such obliga- 
tions acquired directly from the United States which is held at any 
one time by the twelve Federal Reserve banks shall not exceed 





STUDY OF BANKING LAWS 139 


$5,000,000,000 ; and (2) after June 30, 1958, any bonds, notes, or other 
obligations which are direct obligations of the United States or which 
are fully guaranteed by the United States as to principal and interest 
may be beught and sold without regard to maturities but only in the 
open market. The Board of Governors of the Federal Reserve System 
shall include in their annual report to Congress detailed information 
with respect to direct purchases and sales from or to the United States 
under the provisions of the preceding proviso. 

(c) To purchase from member banks and to sell, with or without 
ta indorsement, bills of exchange arising out of commercial transac- 
tions, as hereinbefore defined ; 

(d) 'Fo establish from time to time, subject to review and determi- 
nation of the Board of Governors of the Federal Reserve System, rates 
of discount to be charged by the Federal reserve bank for each class 
of paper, which shall be fixed with a view of accommodating commerce 
and business; but each such bank shall establish such rates every four- 
teen days, or oftener if deemed necessary by the Board: 

(e) To establish accounts with other Federal reserve banks for ex- 
change purposes and, with the consent or upon the order and direction 
of the Board of Governors of the Federal Reserve System and under 
regulations to be prescribed by said board, to open and maintain ac- 
counts in foreign countries, appoint correspondents, and establish 
agencies in such countries wheresoever it may be deemed best for the 
purpose of purchasing, selling, and collecting bills of exchange, and to 
buy and sell, with or without its indorsement, through such corre- 
spondents or agencies, bills of exchange (or acceptances) arising out 
of actual commercial transactions which have not more than ninety 
days to run, exclusive of days of grace, and which bear the signature 
of two or more responsible parties, and, with the consent of the 
Board of Governors of the Federal Reserve System, to open and 
maintain banking accounts for such foreign corresponde nts or agen- 
cies, or for foreign banks or bankers, or for foreign states as defined 
in section 25 (b) of this Act. Whenever any such account has been 
opened or agency or correspondent has been appointed by a Federal 
reserve bank, with the consent of or under the order and direction 
of the Board of Governors of the Federal Reserve System, any other 
Federal reserve bank may, with the consent and approval of the 
Board of Governors of the Federal Reserve System, be permitted 
to carry on or conduct, through the Federal reserve bank opening 
such account or appointing such agency or correspondent, any trans- 
action authorized by this section under rules and regulations to be 
prescribed by the board; 

(f) To purchase and sell in the open market; either from or to 
domestic banks, firms, corporations, or individuals, acceptances of 
Federal intermediate Credit Banks and of National Agricultural 
Credit Corporations, whenever the Board of Governors of the Fed- 
eral Reserve System shall declare that the public interest so requires. 

(g) The Board of Governors of the Federal Reserve System shall 
exercise special supervision over all relationships and transactions of 
any kind entered into by any Federal reserve bank with any foreign 
bank or banker, or with any group of foreign banks or bankers, and all 
such relationships and transactions shall be subject to such regulations, 
conditions, and limitations as the Board may prescribe. No officer or 
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other representative of any Federal reserve bank shall conduct nego- 
tiations of any kind with the officers or representatives of any foreign 
bank or banker without first obtaining the permission of the Board of 
Governors of the Federal Reserve System. The Board of Governors 
of the Federal Reserve System shall have the right, in its discretion, 
to be represented in any conference or negotiations by such repre- 
sentative or representatives as the Board may designate. A full-report 
of all conferences or negotiations, and all understandings or agree- 
ments arrived at or transactions agreed upon, and all other materia! 
facts appertaining to such conferences or negotiations, shall be filed 
with the Board of Governors of the Federal Reserve System in writing 
by a duly authorized officer of each Federal reserve bank which shal| 
have participated in such conferences or negotiations. 


GOVERN MENT DEPOSITS 


Sec. 15. The moneys held in the general fund of the Treasury, ex- 
cept the five per centum fund for the redemption of outstanding 
national-bank notes and the funds provided in this Act for the re- 
demption of Federal reserve notes may, upon the direction of the Sec- 
retary of the Treasury, be deposited in Federal reserve banks, which 
banks, when required by the Secretary of the Treasury, shall act as 
fiscal agents of the United States; and the revenues of the Government 
or any part thereof may be deposited in such banks, and disbursements 
may be made by checks drawn against such deposits. 

No public funds of the Philippine Islands, or of the postal savings, 
or any Government funds, shall be deposited in the continental United 
States in any bank not belonging to the system established by this Act: 
Provided, however, That nothing in this Act shall be construed to deny 
the right of the Secretary of the Treasury to use member banks as 
depositories. 

The Federal reserve banks are hereby authorized to act as deposi- 
tories for and fiscal agents of any National Agricultural Credit Cor- 
poration or Federal Intermediate Credit Bank. 


NOTE ISSUES 


Src. 16. Federal reserve notes, to be issued at the discretion of the 
Board of Governors of the Federal Reserve System for the purpose of 
making advances to Federal reserve banks through the Federal reserve 
agents as hereinafter set forth and for no other purpose, are hereby 
authorized. The said notes shall be obligations of the United States 
and shall be receivable by all national and member banks and Federal 
reserve banks and for all taxes, customs, and other public dues. They 
shall be redeemed in lawful money on demand at the Treasury Depart- 
ment of the United States, in the city of Washington, District of Co- 
lumbia, or at any Federal Reserve bank. 

Any Federal Reserve bank may make application to the local Federal 
Reserve agent for such amount of the Federal Reserve notes hereinbe- 
fore provided for as it may require. Such application shall be accom- 
panied with a tender to the local Federal Reserve agent of collateral in 
amount equal to the sum of the Federal Reserve notes thus applied for 
and issued pursuant to such application. The collateral security thus 
offered shall be notes, drafts, bills of exchange, or acceptances acquired 
under the provisions of section 13 of this Act, or bills of exchange en- 
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dorsed by a member bank of any Federal Reserve district and pur- 
chased under the provisions of section 14 of this Act, or bankers’ ac- 
ceptances purchased under the provisions of said section 14, or gold cer 
tificates, or direct obligations of the United States. In no event shall 
such collateral security be less than the amount of Federal Reserve 
notes applied for. The Federal Reserve agent shall each day notify 
the Board of Governors of the Federal Reserve System of all issues and 
withdrawals of Federal Reserve notes to and by the Federal Reserve 
banks to which he is accredited. The said Board of Governors of the 
Federal Reserve System may at any time call upon a Federal Reserve 
bank for additional security to protect the Federal Reserve notes 
issued to it. 

Every Federal Reserve bank shall maintain reserves in gold certifi- 
cates of not less than 25 per centum against its deposits and reserves 
in gold certificates of not less than 25 per centum against its Federal 
Reserve notes in actual circulation: Provided, however, That when 
the Federal Reserve agent holds gold certificates as collateral for 
Federal Reserve notes issued to the bank such gold certificates shall 
be counted as part of the reserve which such bank is required to 
maintain against its Federal Reserve notes in actual circulation. Notes 
so paid out shall bear upon their faces a distinctive letter and serial 
number which shall be assigned by the Board of Governors of the 
Federal Reserve System to each Federal Reserve bank. Notes pre- 
sented for redemption at the Treasury of the United States shall be 
paid out of the redemption fund and returned to the Federal Reserve 
banks through which they were originally issued, and thereupon such 
Federal Reserve banks shall, upon demand of the Secretary of the 
Treasury, reimburse such redemption fund in lawful money or, if 
such Federal Reserve notes have been redeemed by the Treasurer in 
gold certificates, then such funds shall be reimbursed to the extent 
deemed necessary by the Secretary of the Treasury in gold certifi- 
cates, and such Federal Reserve bank shall, so long as any of its Fed- 
eral Reserve notes remain outstanding, maintain with the Treasurer 
in gold certificates an amount sufficient in the judgment of the Secre- 
tary to provide for all redemptions to be made by the Treasurer. 
Federal Reserve notes received by the Treasurer otherwise than for 
redemption may be exchanged for gold certificates out of the redemp- 
tion fund hereinafter provided and returned to the Reserve bank 
through which they were originaly issued, or they may be returned 
to such bank for the credit of the United States. Federal reserve 
notes unfit for circulation shall be returned by the Federal reserve 
agents to the Comptroller of the Currency for cancellation and 
destruction. 

The Board of Governors of the Federal Reserve System shall re- 
quire each Federal Reserve bank to maintain on deposit in the Treas- 
ury of the United States a sum in gold certificates sufficient in the 
judgment of the Secretary of the Treasury for the redemption of 
the Federal Reserve notes issued to such bank, but in no event less than 
5 per centum of the total amount of notes issued less the amount of 
gold certificates held by the Federal Reserve agent as collateral secu- 
rity; but such deposit of gold certificates shall be counted and included 
as part of the 25 per centum reserve hereinbefore required to be main- 
tained against Federal Reserve notes in actual circulation. The 
Board shall have the right, acting through the Federal Reserve agent, 
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to grant in whole or in part, or to reject entirely the application of 
any Federal Reserve bank for Federal Reserve notes; but to the extent 
that such application may be granted the Board of Governors of the 
Federal Reserve System shall, through its local Federal Reserve agent, 
supply Federal Reserve notes to the banks so applying, and such 
bank shall be charged with the amount of the notes issued to it and 
shall pay such rate of interest as may be established by the Board of 
Governors of the Federal Reserve System on only that amount of 
such notes which equals the total amount of its outstanding Federal 
Reserve notes less the amount of gold certificates held by the Federal 
Reserve agent as collateral security. Federal Reserve notes issued to 
any such bank shall, upen delivery, together with such notes of such 
Federal Reserve bank as may be issued under section 18 of this Act 
upon security of United States 2 per centum Government bonds, 
become a first and paramount lien on all the assets of such bank. 

Any Federal Reserve bank may at any time reduce its liability for 
outstanding Federal Reserve notes by depositing with the Federal 
Reserve agent its Federal Reserve notes, gold certificates, or lawful 
money of the United States. Federal Reserve notes so deposited shall 
not be reissued, except upon compliance with the conditions of an origi- 
nal issue. 

The Federal Reserve agent shall hold such gold certificates of law- 
ful money available exclusively for exchange for the outstanding 
Federal Reserve notes when offered by the Reserve bank of which he 
is a director. Upon the request of the Secretary of the Treasury the 
Board of Governors of the Federal Reserve System shall require the 
Federal Reserve agent to transmit to the Treasurer of the United 
States so much of the gold certificates held by him as collateral securi- 
ty for Federal Reserve notes as may be required for the exclusive pur- 
pose of the redemption of such Federal Reserve notes, but such gold 
certificates when deposited with the Treasurer shall be counted and 
considered as if collateral secuirty on deposit with the Federal Reserve 
agent. 

Any Federal reserve bank may at its discretion withdraw collateral 
tute therefor other collateral of equal amount with the approval of 
its Federal reserve notes issued to it and shall at the same time substi- 
tute therefor other collateral of equal amounts with the approval of 
the Federal reserve agent under regulations to be prescribed by the 
Board of Governors of the Federal Reserve System. Any Federal 
reserve bank may retire any of its Federal reserve notes by depositing 
them with the Federal reserve agent or with the Treasurer of the 
United States, and such Federal reserve bank shall thereupon be en- 
titled to receive back the collateral deposited with the Federal reserve 
agent for the security of such notes. Federal reserve banks shall not 
be required to maintain the reserve or the redemption fund heretofore 
provided for against Federal reserve notes which have been retired. 
Federal reserve notes so deposited shall not be reissued except upon 
compliance with the conditions of an original issue. 

All Federal Reserve notes and all gold certificates and lawful money 
issued to or deposited with any Federal reserve agent under the pro- 
visions of the Federal Reserve Act shall hereafter be held for such 
agent, under such rules and regulations as the Board of Governors 
of the Federal Reserve System may prescribe, in the joint custody of 
himself and the Federal Reserve Bank to which he is accredited. 
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Such agent and such Federal Reserve bank shall be jointly liable for 
the safekeeping of such Federal Reserve notes, gold certificates, and 
lawful money. Nothing herein contained, however, shall be construed 
to prohibit a Federal Reserve Agent from depositing gold certifiates 
with the Board of Governors of the Federal Reserve System, to be held 
by such Board subject to his order, or with the Treasurer of the United 
States for the purposes authorized by law. 

In order to furnish suitable notes for circulation as Federal reserve 
notes, the Comptroller of the Currency shall, under the direction of the 
Secretary of the Treasury, cause plates and dies to be engraved in the 
best manner to guard against counterfeits and fraudulent alterations, 
and shall have printed therefrom and numbered such quantities of such 
notes of the denominations of $5, $10, $20, $50, $100, $500, SLOOO, 
$5000, $10,000 as may be required to supply the Federal Reserve banks. 
Such notes shall be in form and tenor as directed by the Secretary of 
the Treasury under the provisions of this Act and shall bear the dis 
tinctive numbers of the several Federal reserve banks through which 
they are issued. 

When such notes have been prepared, they shall be deposited in the 
Treasury, or in the subtreasury or mint of the United States nearest the 
place of business of each Federal reserve bank and shall be held for the 
use of such bank subject to the order of the Comptroller of the Cur- 
rency for their delivery, as provided by this Act. 

The plates and dies to be procured by the Comptroller of the Cur- 
rency for the printing of such circul: ating notes shall remain under his 
control and direction, and the expenses necessarily incurred in execut- 
ing the laws relating to the procuring of such notes, and all other ex- 
penses incidental to their issue and retirement, shall be paid by the 
Federal reserve banks, and the Board of Governors of the Federal 
Reserve System shall include in its estimate of expenses levied against 
the Federal reserve banks a sufficient amount to cover the expenses 
herein provided for. 

The examination of plates, dies, bed pieces, and so forth, and regula- 
tions relating to such examination of plates, dies, and so forth of 
national-bank notes provided for in section fifty-one hundred and 
seventy-four Revised Statutes, is hereby extended to include notes 
herein provided for. 

Any appropriation heretofore made out of the general funds of the 
'‘lreasury for engraving plates and dies, the purchase of distinctive 
paper, or to cover any other expense in connection with the printing of 
national-bank notes or notes provided for by the Act of May thirtieth, 
nineteen hundred and eight, and any distinctive paper that may be on 
hand at the time of the passage of this Act may be used in the discretion 
of the Secretary for the purposes of this Act, and should the appropri- 
ations heretofore made be insufficient to meet the requirements of this 
Act in addition to circulating notes provided for by existing law, the 
Secretary is hereby authorized to use so much of any funds in the 
Treasury not otherwise appropr iated for the purpose of furnishing the 
notes aforesaid : Provided, however, That nothing in this section con- 
tained shall be construed as satinitig national banks or Federal 
reserve banks from their liability to reimburse the United States for 
any expenses incurred in printing and issuing circulating notes. 

Every Federal reserve bank shall receive on deposit at par from 
member banks or from Federal reserve banks checks and drafts drawn 
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upon any of its depositors, and when remitted by a Federal reserve 
bank, checks and drafts drawn by any depositor in any other Federal] 
reserve bank or member bank upon funds to the credit of said depositor 
in said reserve bank or member bank. Nothing herein contained shall 
be construed as prohibiting a member bank from charging its actual] 
expense incurred in collecting and remitting funds, or for exchange 
sold to its patrons. The Board of Governors of the Federal Reserve 
System shall, by rule, fix the charges to be collected by the member 
banks from its patrons whose checks are cleared through the Federal 
reserve bank and the charge which may be imposed for the service of 
clearing or collection rendered by the Federal reserve bank, 

The Board of Governors of the Federal Reserve System shall make 
and promulgate from time to time regulations governing the transfer 
of funds and charges therefor among Federal reserve banks and their 
branches, and may at its discretion exercise the functions of a clearing 
house for such Federal reserve banks, or may designate a Federal 

reserve bank to exercise such functions, and may also require each such 
bank to exercise the functions of a clearing house for its member banks. 

The Secretary of the Treasury is hereby authorized and directed to 
receive deposits of gold or of gold certificates with the Treasurer or 
any Assistant Treasurer of the United States when tendered by any 
Federal Reserve bank or Federal Reserve agent for credit to its or his 
account with the Board of Governors of the Federal Reserve System. 
The Secretary shall prescribe by regulation the form of receipt to be 
issued by the Treasurer or Assistant Treasurer to the Federal Reserve 
bank or Federal Reserve agent making the deposit, and a duplicate of 
such receipt shall be delivered to the Board of Governors of the Fed- 
eral Reserve System by the Treasurer at Washington upon proper 
advices from any Assistant Treasurer that such deposit has been made. 
Deposits so made shall be held subject to the orders of the Board of 
Governors of the Federal Reserve System and shall be payable in gold 
certificates on the order of the Board of Governors of the Federal 
Reserve System to any Federal Reserve bank or Federal Reserve agent 
at the Treasury or at the Subtreasury of the United States nearest 
the place of business of such Federal Reserve bank or such Federal 
Reserve agent. The order used by the Board of Governors of the 
Federal Reserve System in making such payments shall be signed by 
the chairman or vice chairman, or such other officers or members as 
the Board may by regulation prescribe. The form of such order shall 
be approved by the Secretary of the Treasury. 

The expenses necessarily incurred in carrying out these provisions, 
including the cost of the certificates or receipts issued for deposits 
receiv ed, and all expenses incident to the handling of such deposits 
shall be paid by the Board of Governors of the Federal Reserve Sys- 
tem and included in its assessments against the several Federal re- 
serve banks. 

Deposits made under this section standing to the credit of any 
Federal Reserve bank with the Board of Governors of the Federal 
Reserve System shall, at the option of said bank, be counted as part 
of the lawful reserve which it is required to maintain against out- 
standing Federal Reserve notes, or as a part of the reserve it is re- 
quired to maintain against deposits. 

Nothing in this section shall be construed as amending section six 
of the Act of March fourteenth, nineteen hundred, as amended by the 
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Acts of March fourth, nineteen hundred and seven, March second, 

ineteen hundred and eleven, and June twelfth, nineteen hundred and 
sixteen, nor shall the provisions of this section be construed to apply to 
the deposits made or to the receipts or certificates issued under those 
At i 

. 17. So much of the prov isions of section fifty-one hundred and 

fi fey pie of the Revised Statutes of the United States, and section 
four of the Act of June twentieth, eighteen hundred and seventy-four, 
and section eight of the Act of July twelfth, eighteen hundred and 
eighty-two, and of any other provisions of existing statutes as require 
that before any national banking association shall be authorized to 
commence banking business it shall transfer and deliver to the Treas- 
urer of the United States a stated amount of United States registered 
bonds, and so much of those provisions or of any other provisions of 
existing statutes as require any national banking association now or 
hereafter organized to maintain a minimum deposit of such bonds 
with the Treasurer is hereby repealed. 


REFUNDING BONDS 


Sec. 18. After two years from the passage of this Act, and at any 
time during a period of twenty years thereafter, any member bank 
desiring to ‘retire the whole or any part of its circulating notes, may 

file with the Treasurer of the United States an application to sell for 
its account, at par and accrued interest, United States bonds securing 
circulation to be retired. 

The Treasurer shall, at the end of each quarterly period, furnish the 
Board of Governors of the Federal Reserve System with a list of such 
applications, and the Board of Governors of the Federal Reserve Sys- 
tem may, in its discretion, require the Federal reserve banks to pur- 
chase such bonds from the banks whose applications have been filed 
with the Treasurer at least ten days before the end of any quarterly 
period at which the Board of Governors of the Federal Reserve Sys- 
tem may direct the purchase to be made: Provided, That Federal 
reserve banks shall not be permitted to purchase an amount to exceed 
$25,000,000 of such bonds in any one year, and which amount shall 
include bonds acquired under section four of this Act by the Federal 
reserve bank. 

Provided further, That the Board of Governors of the Federal Re- 
serve System shall allot to each Federal reserve bank such proportion 
of such bonds as the capital and surplus of such bank shall bear to the 
aggregate capital and surplus of all the Federal reserve banks. 

Upon notice from the Treasurer of the amount of bonds so sold for 
its account, each member bank shall duly assign and transfer, in writ- 
ing, such bonds to the Federal reserve bank purchasing the same, and 
such Federal reserve bank shall, thereupon, deposit lawful money with 
the Treasurer of the United States for the purchase price of such 
bonds, and the Treasurer shall pay to the member bank selling such 
bonds any balance due after deducting a sufficient sum to redeem its 
outstanding notes secured by such bonds, which notes shall be can- 
celed and permanently retired when redeemed. 

The Federal reserve banks purchasing such bonds shall be permitted 
to take out an amount of circulating notes equal to the par value of 


such bonds. 
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Upon the deposit with the Treasurer of the United States, (a) of 
any direct obligations of the United States or (b) of any notes, drafts, 
bills of exc hange, or bankers’ acceptances acquired under the provisions 
of this Act, any Federal reserve bank making such deposit in the man- 
ner prescribed by the Secretary of the Treasury shall be entitled to 
receive from the Comptroller of the Currency circulating notes in 
blank, duly registered and countersigned. When such circulating 
notes are issued against the security of obligations of the U nited 
States, the amount of such circulating notes shall be equal to the face 

value of the direct obligations of the United States so deposited as 
security; and, when issued against the security of notes, drafts, bills 
of exchange and bankers’ accept: inces acquired under the provisions 
of this Act, the amount thereof shall be equal to not more than 90 
percent of the estimated value of such notes, drafts, bills of exchange 
and bankers’ acceptances so deposited as security. Such notes shall be 
the obligations of the Federal reserve bank procuring the same, shall be 
in form prescribed by the Secretary of the Treasury, shall be receiv- 
able at par in all parts of the United States for the same purposes as 
are national bank notes, and shall be redeemable in lawful money 
of the United States on presentation at the United States Treasury 
or at the bank of issue. The Secretary of the Treasury is authorized 
and empowered to prescribe regulations governing the issuance, re- 
demption, replacement, retirement and destruction of such circulating 
notes and the release and substitution of security therefor. Such 
circulating notes shall be subject to the same tax as is provided by law 
for the ¢ ‘ireulating notes of national banks secured by 2 per cent bonds 
of the United States. No such circ ulating notes shall be issued under 
this paragraph after the President has declared by proclamation that 
the emer. gency recognized by the President by proclamation of March 
6, 1933, has terminated, unless such circulating notes are secured by 
deposits of bonds of the United States bearing the circulation privi- 
lege. When required to do so by the Sec retary of the Treasury, each 
Federal reserve agent shall act as agent of the Treasurer of the United 
States or of the Comptroller of the Currenc y, or both, for the per- 
formance of any of the functions which the Treasurer or the Comp- 
troller may be called upon to perform in carrying out the provisions 
of this paragraph. Appropriations available for distinctive paper and 
printing United States currency or national bank currency are hereby 
made available for the production of the ¢ irculating notes of Federal 
reserve banks herein provided: but the United States shall be reim- 
bursed by the Federal reserve bank to which such notes are issued for 
all expenses necessarily incurred in connection with the procuring of 
such notes and all other expenses incidental to their issue, redemption, 
replacement, retirement and destruction. 

Upon application of any Federal reserve bank, approved by the 
Board of Governors of the Federal Reserve System, the Secretary of 
the Treasury may issue, in exchange for United States two per centum 
gold bonds bearing the circul: ation privilege, but against which no 
circulation is outstanding, one-year gold, notes of the United States 
without the circulation privilege, to an amount not to exceed one-half 
of the two per centum bonds so tendered for exchange, and thirty-year 
three per centum gold bonds without the circulation privilege for the 
remainder of the two per centum bonds so tendered : Provided, That at 
the time of such exchange the Federal reserve bank obtaining such 
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one-year gold notes shall enter into an obligation with the Secretary 
of the Treasury binding itself to purchase from the United States for 
cold at the maturity of Fsuch one- year notes, an amount equal to those 
delivered in exchange for such bonds, if so requested by the Secretary, 

and at each maturity of one-year notes so purchased by such Feder al 
reserve bank, to purchase from the United States such an amount of 
one-year notes as the Secretary may tender to such bank, not to exceed 
the amount issued to such bank in the first instance, in exchange for the 
two per centum United States gold bonds; said obligation to purchase 
at maturity such notes shall continue in force for a period not to exceed 
thirty years. 

For the purpose of making the exchange herein provided for, the 
Secretary of the Treasury is authorized to issue at par Treasury notes 
in coupon or registered form as he may prescribe in denominations of 
one hundred dollars, or any multiple thereof, bearing interest at the 
rate of three per centum per annum. payable quarterly, such Treasury 
notes to be payable not more than one year from the date of their 
issue in gold coin of the present standard value, and to be exe mpt as to 
principé il and interest from the payment of all taxes and duties of the 
United States except as provided by this Act, as well as from taxes 
in any form by or under State, municipal, or local authorities. And 
for the same purpose, the Secretary is authorized and empowered to 
issue United States gold bonds at par, bearing three per centum in- 
terest payable thirty years from date of issue, such bonds to be of the 
same general tenor and effect and to be issued under the same general 
terms and conditions as the United States three per centum bonds with- 


out the circulation privilege now issued and outstanding. 
Upon application of any Federal reserve bank, approved by the 
oard of Governors of the Federal Reserve System, the Secretary may 
issue at par such three per centum bonds in exchange for the one-year 
gold notes herein provided for. 


BANK RESERVES 


Sec. 19. The Board of Governors of the Federal Reserve System is 
authorized, for the purposes of this section, to define the terms “de- 
mand deposits,” “gross demand deposits,” “deposits payable on de- 
mand,” “time deposits,” “savings deposits,” and trust funds,” to deter- 
mine what shall be deemed to be a payment of interest, and to prescribe 
such rules and regulations as it may deem necessary to effectuate the 
purposes of this section and pr event evasions thereof: Provided, That 
within the meaning of the provisions of this section regarding the re- 
serves required of member banks, the term “time deposits” shall include 

savings deposits.” 

Every bank, banking association, or trust company which is or which 
becomes a member of any Federal reserve bank shall establish and 
maintain reserve balances with its Federal reserve bank as follows: 

(a) If not ina reserve or central reserve city, as now or hereafter de- 
fined, it shall hold and maintain with the Federal reserve bank of its 
(istrict an actual net balance equal to not less than seven per centum of 
the aggregate amount of its demand deposits and three per centum of 
its time deposits. 

(b) Ifina reserve city, as now or hereafter defined, it shall hold and 
maintate with the Federal reserve bank of its district an actual net 
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balance equal to not less than ten per centum of the aggregate amount 
of its demand deposits and three per centum of its time deposits: Pro- 
vided, however, That if located in the outlying districts of a reserve 
city or in territory added to such a city by the extension of its corporate 
charter, it may, upon the affirmative vote of five members of the Board 
of Governors of the Federal Reserve System, hold and maintain the 
reserve balances specified in paragraph (a) hereof. 

(c) If ina central reserve city, as now or hereafter defined, it shall 
hold and maintain with the Federal reserve bank of its district an 
actual net balance equal to not less than thirteen per centum of the 
aggregate amount of its demand deposits and three per centum of its 
time deposits: Provided, however, That if located in the outlying 
districts of a central reserve city or in territory added to such city by 
the extension of its corporate charter, it may, upon the affirmative vote 
of five members of the Board of Governors of the Federal Reserve 
System, hold and maintain the reserve balances specified in paragraphs 
(a) or (b) thereof. 

Notwithstanding the other provisions of this section, the Board of 
Governors of the Federal Reserve System, upon the affirmative vote 
of not less than four of its members, in order to prevent injurious 
credit expansion or contraction, may by regulation change the require- 
ments as to reserves to be maintained against demand or time deposits 
or both (1) by member banks in central reserve cities or (2) by member 
banks in reserve cities or (3) by member banks not in reserve or central 
reserve cities or (4) by all member banks; but the amount of the re- 
serves required to be maintained by any such member bank as a result 
of any such change shall not be less than the amount of the reserves 
required by law to be maintained by such bank on the date of enact- 
ment of the Banking Act of 1935 nor more than twice such amount. 

No member bank shall act as the medium or agent of any nonbanking 
corporation, partnership, association, business trust, or individual in 
making loans on the security of stocks, bonds, and other investment 
securities to brokers or dealers in stocks, bonds, and other investment 
securities. Every violation of this provision by any member bank 
shall be punishable by a fine of not more than $100 per day during the 
continuance of such violation; and such fine may be collected, by suit 
or otherwise, by the Federal reserve bank of the district in which such 
member bank is located. 

No member bank shall keep on deposit with any State bank or trust 
company which is not a member bank a sum in excess of ten per centum 
of its own paid-up capital and surplus. No member bank shall act as 
the medium or agent of a nonmember bank in applying for or receiving 
discounts from a Federal reserve bank under the provisions of this Act, 
except by permission of the Board of Governors of the Federal Reserve 
System. 

The required balance carried by a member bank with a Federal re- 
serve bank may, under the regulations and subject to such penalties as 
may be prescribed by the Board of Governors of the Federal Reserve 
System, be checked against and withdrawn by such member bank for 
the purpose of meeting existing liabilities. 

In estimating the reserve balances required by this Act, member 
banks may deduct from the amount of their gross demand deposits the 
amounts of balances due from other banks (except Federal Reserve 
banks and foreign banks) and cash items in process of collection pay- 
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able immediately upon presentation in the United States, within the 
meaning of these terms as defined by the Board of Governors of the 
‘ederal Reserve System. 

National banks, or banks organized under local laws, located in 
Alaska or in a dependency or insular possession or any part of the 
\nited States outside the continental United States may remain non- 
member banks, and shall in that event maintain reserves and comply 
with all the conditions now provided by law regulating them; or said 
banks may, with the consent of the Board of Governors of the Federal 
Reserve Sy stem, become member banks of any one of the reserve dis- 
tricts, and shall in that event take stock, maintain reserves, and be 
subject to all the other provisions of this Act. 

No member bank shall, directly or indirectly, by any device whatso- 
ever, pay any interest on any deposit which is payable on demand: 
Provided, That nothing herein contained shall be construed as pro- 
hibiting the payment of interest in accordance with the terms of any 
certificate of deposit or other contract entered into in good faith which 
s in force on the date on which the bank becomes subject to the provi- 
sions of this paragraph; but no such certificate of deposit or other con- 
tract shall be renewed or extended unless it shall be modified to con- 
form to this paragraph, and every member bank shall take such action 
as may be necessary to conform to this paragraph as soon as possible 
consistently with its contractual obligations: Provided further, That 
this paragraph shall not apply to any deposit of such bank which is 

payable only at an office thereof located outside of the States of the 
United States and the District of Columbia: Provided further, That 
until the expiration of two-years after the date of enactment of the 

Banking Act of 1935 this paragraph shall not apply (1) to any deposit 
made by a savings bank as defined in section 12B of this Act, as 

amended, or by a mutual savings bank, or (2) to any deposit of public 
funda made by or on behalf of any State, county, school district, or 
other subdivision or municipality, or to any deposit of trust funds if 
the payment of interest with respect to such deposit of public funds 
or of trust funds is required by State law. So much of existing law 

is requires the payment of interest w ith respect to any funds deposited 
b y the United States, by any Territory, District, or possession thereof 

(including the Philippine Islands), or by any public instrumentality, 
agency, or r officer of the for egoing, as is inc onsistent with the provisions 

f this section as amended, is hereby repealed. 

“The Board of Governors of the Federal Reserve System shall from 
time to time limit by regulation the rate of interest which may be paid 
by member banks on time and s savings deposits and shall prescribe 
different rates for such payment on time and sav ings deposits having 
different maturities, or subject to different conditions respecting with- 
drawal or repayment, or subject to different conditions by reason of 
different location, or according to the varying discount rates of mem- 
ber banks in the several Federal Reserve districts. No member bank 
shall pay any time deposit before its maturity except upon such con- 
ditions and in accordance with such rules and regulations as may be 
prnscribed by the said Board, or waive any requirement of notice 
fore payment of any savings deposit except as to all savings deposits 
having the same requirement: Provided, That the provisions of this 
paragr raph shall not apply to any deposit which is payable only at an 





150 STUDY OF BANKING LAWS 


office of a member bank located outside of the States of the United 
States and the District of Columbia. 

Notwithstanding the provisions of the First Liberty Bond Act, as 
amended, the Second Liberty Bond Act, as amended, and the Third 
Liberty Bond Act, as amended, member banks shall be required to 
maintain the same reserves against deposits of public moneys by the 
United States as they are required by this section to maintain against 
other deposits: Provided, That until six months after the cessation of 
hostilities in the present war as determined by proclamation of the 
President or concurrent resolution of the Congress no deposit payable 
to the United States by any member bank arising solely as the result of 
subscriptions made by or through such member bank for United States 
Government securities issued under authority of the Second Liberty 
Bond Act, as amended, shall be subject to the reserve requirements of 
this section. 

Sec. 20. So much of sections two and three of the Act of June twen- 
tieth, eighteen hundred and seventy-four, entitled “An Act fixing the 
amount of United States notes, providing for a redistribution of the 
national-bank currency, and for other purposes,” as provides that the 
fund deposited by any national banking association with the Treasurer 
of the United States for the redemption of its notes shall be counted as 
a part of its lawful reserve as provided in the Act aforesaid, is hereby 
repealed. And from and after the passage of this Act such fund of 
five per centum shall in no case be counted by any national banking 
association as a part of its lawful reserve. 


BANK EXAMINATIONS 


Sec. 21. Section fifty-two hundred and forty, United States Revised 
Statutes, is amended to read as follows: 

The Comptroller of the Currency, with the approval of the Secre- 
tary of the Treasury, shall appoint examiners who shall examine every 
national bank twice in each calendar year, but the Comptroller, in the 
exercise of his discretion, may waive one such examination or cause 
such examinations to be made more frequently if considered necessary. 
The waiver of one such examination as above provided shall not be 
exercised more frequently than once during any two-year pero. 
The examiner making the examination of any national bank shall have 
power to make a thorough examination of all the affairs of the bank 
and in doing so he shall have power to administer oaths and to exam- 
ine any of the officers and agents thereof under oath and shall make a 
full and detailed report of the condition of said bank to the Comp- 
troller of the Currency: Provided, That in making the examination 
of any national bank the examiners shall include such an examination 
of the affairs of all its affiliates other than member banks as shall be 
necessary to disclose fully the relations between such bank and such 
affiliates and the effect of such relations upon the affairs of such bank; 
and in the event of the refusal to give any information required in 
the course of the examination of any such affiliate, or in the event of 
the refusal to permit such examination, all the rights, privileges, and 
franchises of the bank shall be subject to forfeiture in accordance with 
section 2 of the Federal Reserve Act, as amended (U. S. C., title 12, 
secs. 141, 222-995, 281-286, and 502). The Comptroller of the Cur- 
rency shall have power, and he is hereby authorized, to publish the 
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report of his examination of any national banking association or 
affiliate which shall not within one hundred and twenty days after 
notification of the recommendations or suggestions of the ¢ ‘omptrolle r, 
based on said examination, have complied with the same to his satis 
faction, Ninety days’ notice prior to such publicity shall be given to 
ihe bank or affiliate. 

The examiner making the examination of any affiliate of a national 
bank shall have power tomake a thorough examination of all the affairs 
of the affiliate, and in doing so he shall have power to administer oaths 
and to examine any of the officers, directors, employees, and agents 
thereof under oath and to make a report of his findings to the Comp 
troller of the Currency. The expense of examinations of such affiliates 
lay be assessed by the Comptroller of the Currency upon the affiliates 
examined in proportion to assets or resources held by the affiliates upon 
the dates of examination of the various affiliates. If any such affiliate 

shall refuse to pay suc h expenses or shall fail to do so within sixty days 
after the date of such assessment, then such expenses may be assessed 
against the affiliated national bank and, when so assessed, shall be paid 
by such national bank: Provided, however, That, if the affiliation is 
with two or more national banks, such expenses may be assessed against, 
and collected from, any or all of such national banks in such propor- 
tions as the Comptroller of the Currency may prescribe. The exam 

iners and assistant examiners making the examinations of national 
banking associations and affiliates thereof herein provided for and the 
chief examiners, reviewing examiners and other persons whose services 
may be required in connection with such examinations or the reports 
thereof, shall be employed by the Comptroller of the Currency with the 
approval of the Secretary of the Treasury; the employment and com- 
pensation of examiners, chief examiners, reviewing examiners, assist- 
ant examiners, and of the other employees of the office of the Comp 

troller of the Currency whose compensation is and shall be paid from 
assessments on banks or affiliates thereof shall be without regard to the 
provisions of other Jaws applicable to officers or employees of the 
United States. The funds derived from such assessments may be depos 

ited by the ¢ ‘omptroller of the Currency in ace ae oe with the provi 
sions of section 5234 of the Revised Statutes (U. ., title 12, see. 192) 
and shall not be construed to be Government fund: or appropriated 
inonies; and the Comptroller of the Currency is authorized and empow 
ered to prescribe regulations governing the computation and assess 
ment of the expenses of examinations herein provided for and the col- 
lection of such assessments from the banks and /or affiliates examined. 
If any affiliate of a national bank shall refuse to permit an examiner to 
make an examination of the affiliate or shall refuse to give any informa- 

tion required in the course of any such examination, the national bank 
with which it is affiliated shall be subject to a penalty of not more than 
$100 for each day that any such refusal shall continue. Such penalty 
may be assessed by the Comptroller of the Currency and collected in 
the same manner as expenses of examinations. 

The Comptroller of the Currency shall fix the salaries of all bank 
examiners and make report thereof to Congress. The expense of the 
examinations herein provided for shall be assessed by the Comptroller 
of the Currency upon national banks in proportion to their assets or 
resources. The assessments may be made fore frequently than annu- 
ally at the discretion of the Comptroller of the Currency. The annual 
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rate of such assessment shall be the same for all national banks, except 
that banks examined more frequently than twice in one calendar year 
shall, in addition, be assessed the expense of these additional examina- 
tions. 

In addition to the examinations made and conducted by the Comp- 
troller of the Currency, every Federal reserve bank may, with the 
approval of the Federal reserve agent or the Board of Governors of 
the Federal Reserve System, provide for special examination of mem- 
ber banks within its district. The expense of such examinations may, 
in the discretion of the Board of Governors of the Federal Reserve 
System, be assessed against the banks examined, and, when so assessed, 
shall be paid by the banks examined. Such examinations shall be so 
conducted as to inform the Federal reserve bank of the condition of its 
member banks and of the lines of credit which are being extended by 
them. Every Federal reserve bank shall at all times furnish to the 
Board of Governors of the Federal Reserve System such information 
as may be demanded concerning the condition of any member bank 
within the district of the said Federal reserve bank. 

No bank shall be subject to any visitatorial powers other than such 
as are authorized by law, or vested in the courts of justice or such as 
shall be or shall have been exercised or directed by Congress, or by 
either House thereof or by any committee of Congress or of either 
House duly authorized. 

The Board of Governors of the Federal Reserve System shall, at 
least once each year, order an examination of each Federal reserve 
bank, and upon joint application of ten member banks the Board of 
Governors of the Federal Reserve System shall order a special exami- 
nation and report of the condition of any Federal reserve bank. 

In addition to the expense of examination to be assessed by the 
Comptroller of the Currency as heretofore provided, all national banks 
exercising fiduciary powers and all banks or trust companies in the 
District of Columbia exercising fiduciary powers shall be assessed 
by the Comptroller of the Currency for the examination of their 
fiduciary activities a fee adequate to cover the expense thereof. 

Whenever member banks are required to obtain reports from affili- 
ates, or whenever affiliates of member banks are required to submit to 
examination, the Board of Governors of the Federal Reserve System 
or the Comptroller of the Currency, as the case may be, may waive 
such requirements with respect to any such report or examination of 

any affiliate if in the judgment of the said Board or Comptroller, 
respectively, such report or examination is not necessary to disclose 
fully the relations between such affiliate and such bank and the effect 
thereof upon the affairs of such bank. 

Sec. 22. 

(a) Repealed. 

(b) Repealed. 

(c) Repealed. 

(d) Any member bank may contract for, or purchase from, any 
of its directors or from any firm of which any of its directors is a 
member, any securities or other property, w hen (and not otherwise) 
such purchase is made in the regular course of business upon terms 
not less favorable to the bank than those offered to others, or when 
such purchase is authorized by a majority of the board of directors not 
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interested in the sale of such securities or property, such authority to 
be evidenced by the affirmative vote or written assent of such direc- 
tors: Provided, however, That when any director, or firm of which 
any director is a member, acting for or on behalf of others, sells secu- 
rities or other property to a member bank, the Board of Governors of 
the Federal Reserve System by regulation may, in any or all cases, 
require a full dise losure to be made, on forms to be prescribed by it, 
of all commissions or other considerations received, and whenever 
such director or firm, acting in his or its own behalf, sells securities 
or other property to the bank the Board of Governors of the Federal 
Reserve System by regulation, may require a full disclosure of all 
profit realized from such sale. 

Any member bank may sell securities or other property to any of its 
directors, or to a firm of which any of its directors is a member, in the 
regular course of business on terms not more favorable to such director 
or firm than those offered to others, or when such sale is authorized by a 
majority of the board of directors of a member bank to be evidenced by 
their affirmative vote or written assent : Provided, however, That noth- 
ing in this subsection contained shall be construed as authorizing 
member banks to purcase or sell securities or other property which 
such banks are not otherwise authorized by law to purchase or sell. 

(e) No member bank shall pay to any director, officer, attorney, or 
employee a greater rate of interest on the deposits of such director, 
officer, attorney, or employee than that paid to other depositors on 
similar deposits with such member bank. 

(f) If the directors or officers of any member bank shall knowingly 
violate or permit any of the agents, officers, or directors of any member 
bank to violate any of the provisions of this section or regulations of 
the board made under authority thereof, or any of the provisions of 
section 217, 218, 219, 220, 655, 1005, 1014, 1906, or 1909 of Title 18, 
United States Code, every director and officer participating in or 
assenting to such violation shall be held liable in his personal and 
individual capacity for all damages which the member bank, its share- 
holders, or any other persons shall have sustained in consequence of 
such violation. 

(g) No executive officer of any member bank shall borrow from or 
otherwise become indebted to any member bank of which he is an 
executive officer, and no member bank shall make any loan or extend 
credit in any other manner to any of its own executive officers: Pro- 
vided, That loans made to any such officer prior to June 16, 1933, may be 
renewed or extended for periods expiring not more than five years from 
June 16, 1939, where the board of directors of the member bank shall 
have satisfied themselves that such extension or renewal is in the best 
interest of the bank, and that the officer indebted has made reasonable 
effort to reduce his obligation, the findings to be evidenced by resolu- 
tion of the board of directors spread upon the minute book of the bank: 
Provided further, That with the prior approval of a majority of the 
entire board of directors, any member bank may extend credit to any 
executive officer thereof, and such officer may become indebted thereto, 
in an amount not exceeding $2,500. If any executive officer of any 
member bank borrow from or if he be or become indebted to any bank 
other than a member bank of which he is an executive officer, he shall 
make a written report to the board of directors of the member bank of 
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which he is an exeeutive officer, stating the date and amount of such 
loan or indebtedness, the security the refor, and the purpose for which 
the proceeds have been or are to be used. Borrowing by, or loaning to, 
a partnershiup in which one or more executive officers of a member 
bank are partners having either individually or together a majority 
interest in said partnership, shall be considered within the prohibition 
of this subsection. Nothing contained in this subsection shall prohibit 
any executive officer of a member bank from endorsing or guaranteeing 
for the protection of such bank any loan or other asset which shall have 
been previously acquired by such bank in good faith or from incurr ing 
any indebtedness to such bank for the pur pose of protecting such bank 
against loss or giving financial assistance to it. The Board of Gover- 
nors of the Federal Reserve System is authorized to define the term 
“executive officer,” to determine what shall be deemed to be a borrow- 

ing, indebtedness, loan, or extension of credit, for the purposes of this 
subsection, and to prescribe such rules and regulations as it may deem 
necessary to effectuate the provisions of this subsection in accordance 
with its purposes and to prevent evasions of such provisions. Any 
executive officer of a member bank accepting a loan or extension of 
credit which is in violation of the provisions of this subsection shall 
be subject to removal from office in the manner prescribed in section 30 
of the Banking Act of 1933: Provided, That for each day that a loan 
or extension of credit made in violation of this subsection exists, it shall 
be deemed to be a continuation of such violation within the meaning 
of said section 30. 

Sec. 23. The stockholders of every national banking association shall 
be held individually responsible for all contracts, debts, and engage- 
ments of such association, each to the amount of his stock therein, at 
the par value thereof in addition to the amount invested in such stock. 
The stockholders in any national banking association who shall have 
transferred their shares or registered the transfer thereof within sixty 
days next before the date of the failure of such association to meet its 
obligations, or with knowledge of such impending failure, shall be 
liable to the same extent as if they had made no such transfer, to the 
extent that the subsequent transferee fails to meet such liability; but 
this provision shall not be construed to affect in any way any recourse 
which such shareholders might otherwise have against those in whose 
names such shares are registered at the time of such failure. 

Src 234A. Nomember bank shall (1) make any loan or any extension 
of credit to, or purchase securities under repurchase agreement from, 
any of its affiliates, or (2) invest any of its funds in the capital stock, 
bonds, debentures, or other such obligations of any such affiliate, or (3) 
accept the capital stock, bonds, debentures, or other such obligations 
of any such affiliate as collateral security for advances made ‘to any 
person, partnership, association, or corporation, if, in the case of any 
such affiliate, the aggregate amount of such loans, extensions of cr edit, 
repurchase agreements, investments, and advances against such col- 
lateral secur ity will exceed 10 per centum of the capital stock and sur- 
plus of such member bank, or if, in the case of all such affiliates, the 
aggregate amount of such loans, extensions of credits, repurchase 
agreements, investments, and advances against such collateral ro wouca 
will exceed 20 per centum of the ec apital stock and surplus of suc! 
member bank. 





\ 
of : 
the 
a 
at | 
cre 
or ¢ 
any 
vis! 
cres 
Fee 
Ho 
not 
for 
ext 
any 
affil 
ben 
I 
hol 
S10} 
in | 
affil 
the 
con 
tiol 
ame 
qua 
cen 
of t 
of ° 
exc 
hol 
teec 
inte 
Loz 
aflil 
to t 
ate 
vot: 
trus 
exc 
of t 
me} 
apy 
Sstoc 
of t 
for 
or 1 
the 
as | 


7 


STUDY OF BANKING LAWS 


Within the foregoing limitations, each loan or extension of credit 
of any kind or character to an affiliate shall be secured by collateral in 
the form of stocks, bonds, debentures, or other such obligations having 
a market value at the time of making the loan or extension of credit of 
at least 20 per centum more than the amount of the loan or extension of 
credit, or of at least 10 per centum more than the amount of the loan 
or extension of credit if it is secured by obligations of any State, or of 
any political subdivision or agency thereof: Provided, That the pro- 
visions of this paragraph shall not apply to loans or extensions of 
credit secured by obligations of the United States Government, the 
Federal intermediate credit banks, the Federal land banks, the Federal 
Home Loan Banks, or the Home Owners’ Loan Corporation, or by such 
notes, drafts, bills of exchange, or bankers’ acceptances as are eligible 
for rediscount or for purchase by Federal reserve banks. A loan or 
extension of credit to a director,* officer, clerk, or other employee or 
any representative of any such affiliate shall be deemed a loan to the 
altiliate to the extent that the proceeds of such loan are used for the 
benefit of, or transferred to, the affiliate. 

For the purpose of this section, the term “afliliate” shall include 
holding-company affiliates as well as other affiliates, and the provi- 
sions of this section shall not apply to any affiliate (1) engaged solely 
in holding the bank premises of the member bank with which it is 
afliliated; (2) engaged solely in conducting a safe-deposit business or 
the business of an agricultural credit corporation or livestock loan 
company ; (3) in the capital stock of which a national banking associa- 
tion is authorized to invest pursuant to section 25 of this Act, as 
amended, or a subsidiary of such affiliate, all the stock of which (except 
qualifying shares of directors in an amount not to exceed 10 per 
centum) is owned by such affiliate; (4) organized under section 25 (a) 
of this Act, as amended, or a subsidiary of such affiliate, all the stock 
of which (except qualifying shares of directors in an amount not to 
exceed 10 per centum) is owned by such affiliate; (5) engaged solely in 
holding obligations of the United States or obligations fully guaran- 
teed by the United States as to principal and interest, the Federal 
intermediate credit banks, the Federal land banks, the Federal Home 
Loan Banks, or the Home Owners’ Loan Corporation; (6) where the 
afliliate relationship has arisen out of a bona fide debt contracted prior 
to the date of the creation of such relationship; or (7) where the aflili- 
ate relationship exists by reason of the ownership or control of any 
voting shares thereof by a member bank as executor, administrator, 
trustee, receiver, agent, depositary, or in any other fiduciary capacity, 
except where such shares are held for the benefit of all or a majority 
of the stockholders of such member bank; but as to any such affiliate, 
member banks shall continue to be subject to other provisions of law 
applicable to loans by such banks and investments by such banks in 
stocks, bonds, debentures, or other such obligations. The provisions 
of this section shall likewise not apply to indebtedness of any affiliate 
for unpaid balances due a bank on assets purchased from such bank 
or to loans secured by, or extensions of credit against, obligations of 
the United States or obligations fully guaranteed by the United States 
as to principal and interest. 


*Comma omitted in statute as enacted. 
82876—56 11 





156 STUDY OF BANKING LAWS 


LOANS ON FARM LANDS* 


Sec. 24. Any national banking association may make real-estate 
loans secured by first liens upon improved real estate, including im- 
proved farm land and improved business and residential properties. 
A loan secured by real estate within the meaning of this section shall 
be in the form of an obligation or obligations secured by a mortgage, 
trust deed, or other instrument upon real estate, which shall constitute 
a first lien on real estate in fee simple or, under such rules and regula- 
tions as may be prescribed by the Comptroller of the Currency, on a 
leasehold (1) under a lease for not less than ninety-nine years which 
is renewable or (2) under a lease having a period of not less than fifty 
years to run from the date the loan is made or acquired by the national 
banking association, and any national banking associ iation may pur- 
chase any obligation so secured when the entire amount of such obliga- 
tion is sold to the association. ‘The amount of any such loan hereafter 
made shall not exceed 50 per centum of the appraised value of the real 
estate offered as security and no such loan shall be made for a longer 
term than five years; except that (1) any such loan may be made in an 
amount not to exceed 6624 per centum of the appraised value of the 
real estate offered as security and for a term not longer than ten years 
if the loan is secured by an amortized mortgage, deed of trust, or other 
such instrument under the terms of which the installment payments 
are sufficient to amortize 40 per centum or more of the principal of the 
loan within a period of not more than ten years, and (2) any such loan 
may be made in an amount not to exceed 6624 per centum of the ap- 
praised value of the real estate offered as sec ur ity and for a term not 
whee than twenty years if the loan is secured by an amortized mort- 
cage, deed of trust, or other such instrument under the terms of which 
the installment payments are sufficient to amortize the entire principal 
of the loan within a period of not more than twenty years, and (3) the 
foregoing limitations and restrictions shall not prevent the renewal or 
extension of loans heretofore made and shall not apply to real estate 
loans which are insured under the provisions of title IT, title VI, title 
VITI, section 8 of title I, or title LX of the National Housing Act or 
which are insured by the Secretary of Agriculture pursuant to title | 
of the Bankhead-Jones Farm Tenant Act, or the Act entitled “‘An 
Act to promote conservation in the arid and semiarid areas of the 
United States by aiding in the development of facilities for water stor- 
age and utilization, and for other purposes’,” approved August 28, 
1937, as amended. No such association shall make such loans in an 
aggregate sum in excess of the amount of the capital stock of such asso- 
ciation paid in and unimpaired plus the amount of its unimpaired sur- 
plus fund, or in excess of 60 per centum of the amount of its time and 
savings deposits, whichever is the greater. Any such association may 
continue hereafter as heretofore to receive time and savings deposits 
and to pay interest on the same, but the rate of interest which such 
association may pay upon such time deposits or upon savings or other 
deposits shall not exceed the maximum rate authorized by law to be 
paid upon such deposits by State banks or trust companies organized 
under the laws of the State in which such association is located. 


*This caption was included in the law as enacted, but does not completely cover the 
contents of the section. 
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Any national banking association may make real estate loans secured 
by first liens upon forest tracts which are properly managed in all 
respects. Such loans shall be in the form of an obligation or obli- 
gations secured by mortgage, trust deed, or other such instrument; and 
any national banking association may purchase any obligation so 
secured when the entire amount of such obligation is sold to the asso- 
ciation. The amount of any such loan shall not exceed 40 per centum 
of the appraised value of the economically marketable timber offered 
as security and the loan shall be made upon such terms and condi- 
tions as to assure that at no time shall the loan balance exceed 40 per 
centum of the original appraised value of the economically market- 
able timber then remaining. No such loan shall be made for a longer 
term than two years; exc ept that any such loan may be made for 
a term not longer than ten years if the Joan is secured by an amortized 
mortgage, deed of trust, or other such instrument under the terms 
of which the installment payments are sufficient to amortize the prin- 
cipal of the loan within a period of not more than ten years and at 
a rate of at least 10 per centum per annum. All such loans secured 
by first liens upon forest tracts shall be included in the permissible 
aggregate of all real estate loans prescribed in the preceding para- 
gi raph, but no national banking association shall make forest-tract 
loans in an aggregate sum in excess of 50 per centum of its capital 
stock paid in “and “unimpaired plus 50 per centum of its unimpaired 
surplus fund, 

Loans made to finance the construction of residential or farm build- 
ings and having maturities of not to exceed nine months, whether or 
not secured by a mortgage or similar lien on the real estate upon which 
the residential or farm building i is being constructed, shall not be con- 
sidered as loans secured by real estate within the meaning of this 
section but shall be classed as ordinary commercial loans: Provided, 
That no national banking association shall invest in, or be liable 
on, any such loans in an aggregate amount in excess of 50 per centum 
of its ‘actually paid-in and. unimpaired capital. Notes representing 
such loans shall be eligible for discount as commercial paper within 
the terms of the second paragraph of section 13 of the Federal Reserve 
Act, as amended, if accompanied by a valid and binding agreement 
to advance the full amount of the loan upon the « completion of the 
building entered into by an individual, partnership, association, or 
corporation acceptable to the discounting bank. 

Loans made to established industrial or commercial businesses (a) 
which are in whole or in part discounted or purchased or loaned against 
as security by a Federal Reserve bank under the provisions of sec- 
tion 13b of this Act, (b) for any part of which a commitment shall 
have been made by a Federal Reserve bank under the provisions of 
said section, (c) in the making of which a Federal Reserve bank par- 
ticipates under the provisions of said section, or (d) in which the 
Reconstruction Finance Corporation or the Housing and Home 
Finance Administration or the Small Business Administration cooper- 
ates or purchases a participation under the provisions of the Recon- 
struction Finance Corporation Act, as amended, or of section 102 or 
102a of the Housing Act of 1948, as amended, or of the Small Business 
Act of 1953, shall not be subject to the restrictions or limitations of 
this section upon loans secured by real estate. 
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Sec. 24A. Hereafter no national bank, without the approval of the 
Comptroller of the Currency, and no State member bank, without the 
approval of the Board of Governors of the Federal Reserve System, 
shall (1) invest in bank premises, or in the stock, bonds, debentures, 
or other such obligations of any corporation holding the premises of 
such bank or (2) make loans to or upon the security of the stock of 
any such corporation, if the aggregate of all such investments and 
loans, together with the amount of any indebtedness incurred by any 
such corporation which is an affiliate of the bank, as defined in sec- 
tion 2 of the Banking Act of 1933, as amended, will exceed the amount 
of the capital stock of such bank. 


FOREIGN BRANCHES 


Sec. 25. Any national banking association possessing a capital and 
surplus of $1,000,000 or more may file application with the Board of 
Governors of the Federal Reserve System for permission to exercise, 
upon such conditions and under such regulations as may be prescribed 
by the said board, either or both of the following powers: 

First. To establish branches in foreign countries or dependencies or 
insular possessions of the United States for the furtherance of the 
foreign commerce of the United States, and to act if required to do so 
as fiscal agents of the United States. 

Second. To invest an amount not exceeding in the aggregate ten 
per centum of its paid-in capital stock and surplus in the stock of 
one or more banks or corporations chartered or incorporated under the 
laws of the United States or of any State thereof, and principally 
engaged in international or foreign banking, or banking in a depend- 
ency or insular possession of the United States either directly or 
through the agency, ownership, or control of local institutions in for- 
eign countries, or in such dependencies or insular possessions. 

Until January 1, 1921, any national banking association, without 
regard to the amount of its capital and surplus, may file application 
with the Board of Governors of the Federal Reserve System for per- 
mission, upon such conditions and under such regulations as may be 
prescribed by said board, to invest an amount not exceeding in the 
aggregate 5 per centum of its paid-in capital and surplus in the stock 
of one or more corporations chartered or incorporated under the laws 
of the United States or of any State thereof and, regardless of its 
location, principally engaged in such phases of international or for- 
eign financial operations as may be necessary to facilitate the export 
of goods, wares, or merchandise from the United States or any of its 
dependencies or insular possessions to any foreign country : Provided, 
however, That in no event shall the total investments authorized by 
this section by any one national bank exceed 10 per centum of its 
capital and surplus. 

Such application shall specify the name and capital of the banking 
association filing it, the powers applied for, and the place or places 
where the banking or financial operations proposed are to be carried 
on. The Board of Governors of the Federal Reserve System shall 
have power to approve or to reject such application in whole or in 
part if for any reason the granting of such application is deemed 
inexpedient, and shall also have power from time to time to increase 
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or decrease the number of places where such banking operations may 
be carried on. 

Every national banking association operating foreign branches shall 
required to furnish information concerning the condition of such 
branches to the Comptroller of the Currency upon demand, and every 
member bank investing in the capital stock of banks or corporations 
described above shall be required to furnish information concerning 
the condition of such banks or corporations to the Board of Governors 
of the Federal Reserve System upon demand, and the Board of Gov- 
ernors of the Federal Reserve System may order special examinations 
of the said branches, banks, or corporations at such time or times as 
it may deem best. 

Before any national bank shall be permitted to purchase stock in 
any such corporation the said corporation shall enter into an agree- 
ment or undertaking with the Board of Governors of the Federal 
Reserve System to restrict its operations or conduct its business in 
such manner or under such limitations and restrictions as the said 
Reserve System to restrict its operations or conduct its business in 
to be conducted. If at any time the Board of Governors of the Fed- 
eral Reserve System shall ascertain that the regulations prescribed by 
it are not being complied with, said board is hereby authorized and 
empowered to institute an investigation of the matter and to send for 
persons and papers, subpoena witnesses, and administer oaths in order 
to satisfy itself as to the actual nature of the transactions referred to. 
Should such investigation result in establishing the failure of the cor- 
poration in question, or of the national bank or banks which may be 
stockholders therein, to comply with the regulations laid down by 
the said Board of Governors of the Federal Reserve System, such na- 
tional banks may be required to dispose of stock holdings in the said 
corporation upon reasonable notice. 

Every such national banking association shall conduct the accounts 
of each foreign branch independently of the accounts of other foreign 
. anches established by it and of its home office, and shall at the end 
of each fiscal period transfer to its general ledger the profit or loss 
accrued at each branch as a separate item. 

Sec. 25 (a). Corporations to be organized for the purpose of en- 
gaging in international or foreign banking or other international or 
foreign financial operations, or in banking or other financial opera- 
tions ina dependency or insular possession of the United States, either 
directly or through the agency, ownership, or control of local institu- 
tions in foreign countries, or in such dependencies or insular posses- 
sions as provided by this section, and to act when required by the Sec- 
retary of the Treasury as fiscal agents of the United States, may be 
formed by any number of natural persons, not less in any case than 
five: Provided, That nothing in this section shall be construed to deny 
the right of the Secretary of the Treasury to use any corporation or- 
ganized under this section as depositaries in Panama and the Panama 

Canal Zone, or in the Philippine Islands and other insular possessions 
a dependencies of the United States. 

Such persons shall enter into articles of association which shall 
specify in general terms the objects for which the association is formed 
and may contain ¢ any other provisions not inconsistent with law which 
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the association may see fit to adopt for the regulation of its business 
and the conduct of its affairs. 

Such articles of association shall be signed by all of the persons 
intending to participate in the organization of the corporation and, 
thereafter, shall be forwarded to the Board of Governors of the Fed- 
eral Reserve System and shall be filed and preserved in its office. The 
permite signing the said articles of association shall, under their 
1ands, make an organization certificate which shall specifically state: 

First. The name assumed by such corporation, which shall be sub- 
ject to the approval of the Board of Governors of the Federal Reserve 
System. 

Second. The place or places where its operations are to be carried 
on. 
Third. The place in the United States where its home office is to be 
located. 

Fourth. The amount of its capital stock and the number of shares 
into which the same shall be divided. 

Fifth. The names and places of business or residence of the persons 
executing the certificate and the number of shares to which each has 
subscribed. 

Sixth. The fact that the certificate is made to enable the persons 
subscribing the same, and all other persons, firms, companies, and 
corporations, who or which may thereafter subscribe to or purchase 
shares of the capital stock of such corporation, to avail themselves of 
the advantages of this section. 

The persons signing the organization certificate shall duly acknowl- 
edge the execution thereof before a judge of some court of record or 
notary public, who shall certify thereto under the seal of such court or 
notary, and thereafter the certificate shall be forwarded to the Board 
of Governors of the Federal Reserve System to be filed and preserved 
in its office. Upon duly making and filing articles of association and 
an organization certificate, and after the Board of Governors of the 
Federal Reserve System has approved the same and issued a permit to 
begin business, the association shall become and be a body corporate, 
and as such and in the name designated therein shall have power to 
adopt and use a corporate seal, which may be changed at the pleasure 
of its board of directors; to have succession for a period of twenty 
years unless sooner dissolved by the act of the shareholders owning 
two-thirds of the stock or by an Act of Congress or unless its fran- 
chises become forfeited by some violation of law; to make contracts; 
to sue and be sued, complain, and defend in any court of law or equity; 
to elect or appoint directors, all of whom shall be citizens of the 
United States; and, by its board of directors, to appoint such officers 
and employees as may be deemed proper, define their authority and 
duties, require bonds of them, and fix the penalty thereof, dismiss 
such officers or employees, or any thereof, at pleasure and appoint 
others to fill their places; to prescribe, by its board of directors, by- 
laws not inconsistent with law or with the regulations of the Board 
of Governors of the Federal Reserve System regulating the manner 
in which its stock shall be transferred, its directors elected or ap- 
pointed, its officers and employees appointed, its property transferred, 
and the privileges granted to it by law exercised and enjoyed. 
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Each corporation so organized shall have power, under such rules 
and regulations as the Board of Governors of the Federal Reserve 
Sy a may prescribe : 

To purchase, sell, discount, and negotiate, with or without its 
ees or guaranty, notes, drafts, “cher ‘ks, bills of exchange, 
acceptances, including bankers’ acceptances, cable transfers, and other 
evidences of Eee to purchase and sell, with or without its 
indorsement or guaranty, securities, including the obligations of the 
United States or of any State thereof but not including shares of stock 
in any corporation except as herein provided ; to accept bills or drafts 
drawn upon it eres to such limitations and restrictions as the Board 
of Governors of the Federal Reserve System may impose; to issue let- 
ters of credit ; to purchase and sell coin, bullion, and exchange; to bor- 
row and to lend money; to issue debentures, bonds, and promissory 
notes under such general conditions as to security and such limitations 
as the Board of Governors of the Federal Reserve System may pre- 
scribe, but in no event having liabilities outstanding thereon at any one 
time exceeding ten times its capital stock and surplus; to receive 
deposits outside of the United States and to receive only such deposits 
within the United States as may be incidental to or for the purpose of 
carrying out transactions in foreign countries or dependencies or in- 
sular possessions of the United States; and generally to exercise such 
powers as are incidental to the powers conferred by this Act or as may 
be usual, in the determination of the Board of Governors of the Fed- 
eral Reserve System, in connection with the transaction of the business 
of banking or other finane ial operations in the countries, colonies, de- 
pendencies, or possessions in which it shall transact business and not 
inconsistent with the powers specifically granted herein. Nothing 
contained in this section shall be construed to prohibit the Board of 
Governors of the Federal Reserve System, under its power to prescribe 
rules and regulations, from limiting the aggregate amount of liabilities 
of any or all classes incurred by the corporation and outstanding at 
any one time. Whenever a corporation organized under this section 
receives deposits in the United States authorized by this section it shall 
carry reserves in such amounts as the Board of Governors of the Fed- 
eral Reserve System may prescribe, but in no event less than 10 per 
centum of its deposits. 

(b) To establish and maintain for the transaction of its business 
branches or agencies in foreign countries, their dependencies or colo- 
nies, and in the dependencies or insular possessions of the United 
States, at such places as may be approved by the Board of Governors of 
the Federal Reserve System and under such rules and regulations as 
it may prescribe, including countries or dependencies not specified in 
the original organization certificate. 

(c) With the consent of the Board of Governors of the Federal Re- 
serve System to purchase and hold stock or other certificates of owner- 
ship in any other corporation organized under the provisions of this 
section, or under the laws of any foreign country or a colony or de- 
pendency thereof, or under the laws of any State, dependency, or insu- 
C possession of the United States but not engaged in the general busi- 
ness of buying or selling goods, wares, merchandise or commodities i in 
the United States, and not transacting any business in the United 
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States except such as in the judgment of the Board of Governors of the 
Federa) Reserve System may be incidenta) to its international or for- 
eign business : Provided, however, That, except with the approval of the 
Board of Governors of the Federal Reserve System, no corporation 
organized hereunder shall invest in any one corporation an amount in 
excess of 10 per centum of its own capital and surplus, except in a cor- 
poration engaged in the business of banking, when 15 per centum of its 
capital and surplus may be so invested: Provided further, That no 
corporation organized hereunder shall purchase, own, or hold stock 
or certificates of ownership in any other corporation organized here- 
under or under the laws of any State which is in substantial com- 
yetition therewith, or which holds stock or certificates of ownership 
in corporations which are in substantial competition with the purchas- 
ing corporation. 

Nothing contained herein shall prevent corporations organized here- 
under from purchasing and holding stock in any corporation where 
such purchase shall be necessary to prevent a loss upon a debt pre- 
viously contracted in good faith; and stock so purchased or acquired 
in corporations organized under this section shall within six months 
from such purchase be sold or disposed of at public or private sale 
unless the time to so dispose of same is extended by the Board of 
Governors of the Fedral Reserve System. 

No corporation organized under this section shall carry on any part 
of its business in the United States except such as, in the judgment of 
the Board of Governors of the Federal Reserve System, shall be inci- 
dental to its international or foreign business: And provided further, 
That except such as is incidental and preliminary to its organization no 
such corporation shall exercise any of the powers conferred by this 
section until it has been duly authorized by the Board of Governors 
of the Federal Reserve System to commence business as a corporation 
organized under the provisions of this section. 

No corporation organized under this section shall engage in com- 
merce or trade in commodities except as specifically provided in this 
section, nor shall it either directly or indirectly control or fix or attempt 
to control or fix the price of any such commodities. The charter of any 
corporation violating this provision shall be subject to forfeiture in 
the manner hereinafter provided in this section. It shall be unlawful 
for any director, officer, agent, or employee of any such corporation to 
use or to conspire to use the credit, the funds, or the power of the cor- 
poration to fix or control the price of any such commodities, and any 
such person violating this provision shall be liable to a fine of not less 
than $1,000 and not exceeding $5,000 or imprisonment not less than 
one year and not exceeding five years, or both, in the discretion of the 
court. 

No corporation shall be organized under the provisions of this sec- 
tion with a capital stock of less than $2,000,000, one-quarter of which 
must be paid in before the corporation may be authorized to begin busi- 
ness, and the remainder of the capital stock of such corporation shall 
be paid in installments of at least 10 per centum on the whole amount 
to which the corporation shall be limited as frequently as one install- 
ment at the end of each succeeding two months from the time of the 
commencement of its business operations until the whole of the capital 
stock shall be paid in: Provided, however, That whenever $2,000,000 of 
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the capita] stock of any corporation is paid in the remainder of the cor- 
poration’s capital stock or any unpaid part of such remainder may, 
with the consent of the Board of Governors of the Federal Reserve 
System and subject to such regulations and conditions as it may pre- 
scribe, be paid in upon call from the board of directors; such unpaid 
subscriptions, however, to be included in the maximum of 10 per 
centum of the national bank’s capital and surplus which a national 
bank is permitted under the provisions of this Act to hold in stock of 
corporations engaged in business of the kind described in this section 
and in section 25 of the Federal Reserve Act as amended: Provided fur- 
ther, That no such corporation shall have liabilities outstanding at any 
one time upon its debentures, bonds, and promissory notes in excess of 
ten times its paid-in capital and surplus. The capital stock of any such 
corporation may be increased at any time, with the approval of the 
Board of Governors of the Federal Reserve System, by a vote of two- 
thirds of its shareholders or by unanimous consent in writing of the 
shareholders without a meeting and without a formal vote, but any 
such increase of capital shall be fully paid in within ninety days after 
such approval ; and may be reduced in like manner, provided that in no 
event shall it be less than $2,000,000. No corporation, except as herein 
provided, shall during the time it shall continue its operations, with- 
draw or permit to be withdrawn, either in the form of dividends or 
otherwise, any portion of its capital. Any national banking associa- 
tion may invest in the stock of any corporation organized under the 
provisions of this section, but the aggregate amount of stock held in all 
corporations engaged in business of the kind described in this section 
and in section 25 of the Federal Reserve Act as amended shall not ex- 
ceed 10 per centum of the subscribing bank’s capital and surplus. 

A majority of the shares of the capital stock of any such corporation 
shall at all times be held and owned by citizens of the United States, by 
corporations the controlling interest in which is owned by citizens of 
the United States, chartered under the laws of the United States or of 
a State of the United States, or by firms or companies, the controlling 
interest in which is owned by citizens of the United States. 

No member of the Board of Governors of the Federal Reserve Sys- 
tem shall be an officer or director of any corporation organized under 
the provisions of this section, or of any corporation engaged in similar 
business organized under the laws of any State, nor hold stock in 
any such corporation, and before entering upon his duties as a member 
of the Board of Governors of the Federal Reserve System he shall 
certify under oath to the Secretary of the Treasury that he has com- 
plied with this requirement. 

Shareholders in any corporation organized under the provisions 
of this section shall be liable for the amount of their unpaid stock 
subscriptions. No such corporation shall become a member of any 
Federal reserve bank. 

Should any corporation organized hereunder violate or fail to com- 
ply with any of the provisions of this section, all of its rights, privi- 
leges, and franchises derived herefrom may thereby be forfeited. Be- 
fore any such corporation shall be declared dissolved, or its rights, 
privileges, and franchises forfeited, any noncompliance with, or vio- 
lation of such laws shall, however, be determined and adjudged by a 
court of the United States of competent jurisdiction, in a suit brought 
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for that purpose in the district or territory in which the home office 
of such corporation is located, which suit shall be brought by the 
United States at the instance of the Board of Governors of the Federal 
Reserve system or the Attorney General. Upon adjudication of such 
noncompliance or violation, each director and officer who participated 
in, or assented to, the illegal act or acts, shall be liable in his personal 
or individual capacity for all damages which the said corporation 
shall have sustained in consequence thereof. No dissolution shall take 
away or impair any remedy against the corporation, its stockholders, 
or officers for any liability or penalty previously incurred. 

Any such corporation may go into voluntary liquidation and be 
closed by a vote of its shareholders owning two-thirds of its stock. 

Whenever the Board of Governors of the Federal Reserve System 
shall become satisfied of the insolvency of any such corporation, it may 
appoint a receiver who shall take possession of all of the property 
and assets of the corporation and exercise the same rights, privileges, 
powers, and authority with respect thereto as are now exercised by 
receivers of national banks appointed by the Comptroller of the Cur- 
rency of the United States: Provided, however, That the assets of 
the corporation subject to the laws of other countries or jurisdictions 
shall be dealt with in accordance with the terms of such laws. 

Every corporation organized under the provisions of this section 
shall hold a meeting of its stockholders annually upon a date fixed 
in its bylaws, such meeting to be held at its home office in the United 
States. Every such corporation shall keep at its home office books 
containing the names of all stockholders thereof, and the names and 
addresses of the members of its board of directors, together with copies 
of all reports made by it to the Board of Governors of the Federal 
Reserve System. Every such corporation shall make reports to the 
Board of Governors of the F ederal Reserve System at such times and 
in such form at it may require; and shall be subject to examination 
once a year and at such other times as may be deemed necess: ary by 
the Board of Governors of the Federal Reserve System by examiners 
appointed by the Board of Governors of the Federal Reserve System, 
the cost of such examinations, including the compensation of the ex- 
aminers, to be fixed by the Board of Governors of the Federal Reserve 
System and to be paid by the corporation examined. 

The directors of any corporation organized under the provisions of 
this section may, semiannually, declare a dividend of so much of the 
net profits of the corporation as they shall judge expedient; but each 
corporation shall, before the declar: ation of a dividend, carry one-tenth 
of its net profits of the preceding half year to its surplus fund until 
the same shall amount to 20 per centum of its ¢ apital stock. 

Any corporation organized under the provisions of this section shall 
be subject to tax by the State within which its home office is located in 
the same manner and to the same extent as other corporations organ- 
ized under the laws of that State which are transacting a similar 
character of business. The shares of stock in such corporation shall 
also be subject to tax as the personal property of the owners or holders 
thereof in the same manner and to the same extent as the shares of 
stock in similar State corporations. 

Any corporation organized under the provisions of this section may 
at any time within the two years next previous to the date of the ex- 
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iration of its corporate existence, by a vote of the shareholders own- 
ing two-thirds of its stock, apply to the Board of Governors of the 
Federal Reserve System for its approval to extend the period of its 
corporate existence for a term of not more than twenty years, and 
upon certified approval of the Board of Governors of the Federal 
Reserve System such corporation shall have its corporate existence for 
such extended period unless sooner dissolved by the act of the share- 
holders owning two-thirds of its stock, or by an Act of Congress or 
unless its franchise becomes forfeited by some violation of law. 

Any bank or banking institution, principally engaged in foreign 
business, incorporated by special law of any State or of the United 
States or organized under the general laws of any State or of the 
United States and h; aving an unimpaired capital sufficient to entitle 
it to become a corporation under the provisions of this section may 
by the vote of the shareholders owning not less than two-thirds of 
the capital stock of such bank or banking association, with the ap- 
proval of the Board of Governors of the Federal Reserve System, be 
converted into a Federal corporation of the kind authorized by this 
section with any name approved by the Board of Governors of the 
Federal Reserve System: Prov vided, however, That said conversion 
shall not be in contravention of the State law. In such case the articles 
of association and organization certificate may be executed by a ma- 
jority of the directors of the bank or banking institution, and the 
certificate shall declare that the owners of at least two-thirds of the 
capital stock have authorized the directors to make such certificate 
and to change or convert the bank or banking institution into a 
Federal corporation. A majority of the directors, after executing the 
articles of association and the organization certificate, shall have 
power to execute all other papers and to do whatever may be required 
to make its organization perfect and complete as a Federal corpora- 
tion. The shares of any such corporation may continue to be for the 
same amount each as they were before the conversion, and the di- 
rectors may continue to be directors of the corporation until others are 
elected or appointed in accordance with the provisions of this section. 
When the Board of Governors of the Federal Reserve System has 
given to such corporation a certificate that the provisions of this 
section have been complied with, such corporation and all its stock- 
holders, officers, and employees, shall have the same powers and privi- 
leges, and shall be subject to the same duties, liabilities, and regula- 
tions, in all respects, as shall have been prescribed by this section for 
corporations originally organized hereunder. 

Every officer, direc tor, clerk, employee, or agent of any cor poration 
or ganized under this section who embezzles, abstracts, or willfully 
misapplies any of the moneys, funds, credits, securities, evidences of 
indebtedness or assets of any character of such corporation; or who, 
without authority from the directors, issues or puts forth any certifi- 

cate of deposit, draws any order or bill of exchange, makes any accept- 
ance, assigns any note, bond, debenture, draft, bill of exchange, mort- 
gage, judgment, or decree; or who makes any ‘false entry in any book, 
report, or statement of such corporation with intent, in either case, 
to injure or defraud such corporation or any other company, body 
politic or corporate, or any individual person, or to deceive any officer 
of such corporation, the Board of Governors of the Federal Reserve 
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System, or any agent or examiner appointed to examine the affairs 

of any such corporation; and every receiver of any such corporation t 
and every clerk or employee of such receiver who shall embezzle, ab- : 
stract, or willfully misapply or wrongfully convert to his own use any 
moneys, funds, credits, or assets of any character which may come into 
his possession or under his control in the execution of his trust or the 
Oe deomaban of the duties of his employment; and every such receiver f 
or clerk or employee of such receiver who shall, with intent to injure : 
or defraud any person, body politic or corporate, or to deceive or mis- : 


lead the Board of Governors of the Federal Reserve System, or any ¥ 
agent or examiner appointed to examine the affairs of such receiver, 
shall make any false entry in any book, report, or record of any matter L 
connected with the duties of such receiver; and every person who with . 
like intent aids or abets any officer, director, clerk, employee, or agent - 
of any corporation organized under this section, or receiver or clerk 
or employee of such receiver as aforesaid in any violation of this sec- r 
tion, shall upon conviction thereof be imprisoned for not less than two 
years nor more than ten years, and may also be fined not more than 
$5,000, in the discretion of the court. : 

Whoever being connected in any capacity with any corporation s 
organized under this section represents in any way that the United 


States is liable for the payment of any bond or other obligation, or the 
interest thereon, issued or incurred by any corporation organized here- 
under, or that the United States incurs any liability in respect of any 
act or omission of the corporation, shall be punished by a fine of not 
more than $10,000 and by imprisonment for not more than five years. 
Src. 25 (b). Notwithstanding any other provision of law all suits of 
a civil nature at common law or in equity to which any corporation 
organized under the laws of the United States shall be a party, arising 
out of transactions involving international or foreign banking, or 
banking in a dependency or insular possession of the United States, 
or out of other international or foreign financial operations, either 
directly or through the agency, ownership, or control of branches or 
local institutions in dependencies or insular possessions of the United 
States or in foreign countries, shall be deemed to arise under the laws 
of the United States, and the district courts of the United States shall 
have original jurisdiction of all such suits; and any defendant in any 
such suit may, at any time before the trial thereof, remove such suits 
from a State court into the district court of the United States for the 
proper district by following the procedure for the removal of causes 
otherwise provided by law. Such removal shall not cause undue delay 
in the trial of such case and a case so removed shall have a place on the 
calendar of the United States court to which it is removed relative to 
that which it held on the State court from which it was removed. 
Notwithstanding any other provision of law, all suits of a civil 
nature at common law or in equity to which any Federal Reserve bank 
shall be a party shall be deemed to arise under the laws of the United 
States, and the district courts of the United States shall have original 
jurisdiction of all such suits; and any Federal Reserve bank which is a 
defendant in any such suit may, at any time before the trial thereof, 
remove such suit from a State court into the district court of the 
United States for the proper district by following the procedure for 
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the removal of causes otherwise provided by law. No attachment or 
execution shall be issued against any Federal Reserve bank or its prop- 
erty before final judgment in any suit, action, or proceeding in any 
State, county, municipal, or United States court. 

Whenever (1) any Federal Reserve bank has received any property 
from or for the account of a foreign state which is recognized by the 
Government of the United States, or from or for the account of a cen- 
tral bank of any such foreign state, and holds such property in the 
name of such foreign state or such central bank; (2) a representative 
of such foreign state who is recognized by the Secretary of State as 
being the accredited representative of such foreign state to the Gov- 
ernment of the United States has certified to the Secretary of State the 
name of a person as having authority to receive, control, or dispose of 
such property; and (3) the authority of such person to act with re- 
spect to such property is accepted and recognized by the Secretary of 
State, and so certified by the Secretary of State to the Federal Reserve 
bank, the payment, transfer, delivery, or other disposal of such prop- 
erty by such Federal Reserve bank to or upon the order of such person 
shall be conclusively presumed to be lawful and shall constitute a com- 
plete discharge and release of any liability of the Federal Reserve 
bank for or with respect to such property. 

Whenever (1) any insured bank has received any property from or 
for the account of a foreign state which is recognized by the Govern- 
ment of the United States, or from or for the account of a central bank 
of any such foreign state, and holds such property in the name of such 
foreign state or such central bank; (2) a representative of such foreign 
state who is recognized by the Secretary of State as being the accredited 
representative of such foreign state to the Government of the United 
States has certified to the Secretary of State the name of a person as 
having authority to receive, control, or dispose of such property; and 
(3) the authority of such person to act with respect to such property is 
accepted and recognized by the Secretary of State, and so certified by 
the Secretary of State to such insured bank, the payment, transfer, de- 
livery, or other disposal of such property by such bank to or upon the 
order of such person shall be snachaatesty presumed to be lawful and 
shall constitute a complete discharge and release of any liability of 
such bank for or with respect to such property. Any suit or other 
legal proceeding against any insured bank or any officer, director, or 
employee thereof, arising out of the receipt, possession, or disposition 
of any such property shall be deemed to arise under the laws of the 
United States and the district courts of the United States shall have 
exclusive jurisdiction thereof, regardless of the amount involved; and 
any such bank or any officer, director, or employee thereof which is a 
defendant in any such suit may, at any time before trial thereof, re- 
move such suit from a State court into the district court of the United 
States for the proper district by following the procedure for the re- 
moval of causes otherwise provided by law. 

Nothing in this section shall be deemed to repeal or to modify in any 
manner any of the provisions of the Gold Reserve Act of 1934 (ch. 6, 
48 Stat. 337), as amended, the Silver Purchase Act of 1934 (ch. 674, 
48 Stat. 1178), as amended, or subdivision (b) of section 5 of the Act 
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of October 6, 1917 (40 Stat. 411), as amended, or any actions, regula- 
tions, rules, orders, or proclamations taken, promulgated, made, or 
issued pursuant to any of such statutes. In any case in which a license 
to act with respect to any property referred to in this section is required 
under any of said statutes, regulations, rules, orders, or proclamations, 
notification to the Secretary of State by the proper Government officer 
or agency of the issuance of an appropriate license or that appropriate 
licenses will be issued on application shall be a prerequisite to any 
action by the Secretary of State pursuant to this section, and the action 
of the Secretary of State shall relate only to such property as in in- 
cluded in such notification. Each such notification shall include the 
terms and conditions of such license or licenses and a description of the 
property to which they relate. 

For the purposes of this section, (1) the term “property” includes 
gold, silver, currency, credit, deposits, securities, choses in action, and 
any other form of property, the proceeds thereof, and any right, title, 
or interest therein; (2) the term “foreign state” includes any foreign 
government or any department, district, province, county, possession, 
or other similar governmental organization or subdivision of a foreign 
government, and any agency of instrumentality of any such foreign 
government or of any such organization or subdivision; (3) the term 
“central bank” includes any foreign bank or banker authorized to per- 
form any one or more of the functions of a central bank; (4) the term 
“person” includes any individual, or any corporation, partnership, 
association, or other similar organization; and (5) the term “insured 
bank” shall have the meaning given to it in section 12B of this Act. 

Sec. 26. All provisions of law inconsistent with or superseded by 
any of the provisions of this Act are to that extent and to that extent 
only hereby repealed: Provided, Nothing in this Act contained shall 
be construed to repeal the parity provision or provisions contained in 
an Act approved March fourteenth, nineteen hundred, entitled “An 
Act to define and fix the standard of value, to maintain the parity of 
all forms of money issued or coined by the United States, to refund the 
public debt, and for other purposes,” and the Secretary of the Treasury 
may for the purpose of maintaining such parity and to strengthen the 
gold reserve, borrow gold on the security of United States bonds au- 
thorized by section two of the Act last referred to or for one-year gold 
notes bearing interest at a rate of not to exceed three per centum per 
annum, or sell the same if necessary to obtain gold. When the funds 
of the Treasury on hand justify, he may purchase and retire such out- 
standing bonds and notes. 

Src. 27. The provisions of the Act of May thirtieth, nineteen hun- 
dred and eight, authorizing national currency associations, the issue of 
additional national-bank circulation, and creating a National Mone- 
tary Commission, which expires by limitation under the terms of such 
Act on the thirtieth day of June, nineteen hundred and fourteen, are 
hereby extended to June thirtieth, nineteen hundred and fifteen, and 
sections fifty-one hundred and fifty-three, fifty-one hundred and 
seventy-two, fifty-one hundred and ninety-one, and fifty-two hundred 
and fourteen of the Revised Statutes of the United States, which were 
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amended by the Act of May thirtieth, nineteen hundred and eight, are 
hereby reenacted to read as such sections read prior to May thirtieth, 
nineteen hundred and eight, subject to such amendments or modifica- 
tions as are prescribed in this Act: Provided, however, That section 
nine of the Act first referred to in this section is hereby amended so as 
to change the tax rates fixed in said Act by making the portion 
appl icable thereto read as follows 

National banking assoc iations he ing circulating notes secured 
otherwise than by bonds of the United States, shall pay for the first 
three months a tax at the rate of three per centum per annum upon 
the average amount of such of their notes in circulation as are based 
upon the deposit of such securities, and afterwards an additional tax 
rate of one-half of one per centum per annum for each month until a 
tax of six per centum per annum is reached, and thereafter such tax 
of six per centum per annum upon the average amount of such notes: 
Provided further, That whenever in his judgment he may deem it 
desirable, the Secretary of the Treasury shall have power to suspend 
the limitations imposed by section one and section three of the Act 
referred to in this section, which prescribe that such additional circu- 
lation secured otherwise than by bonds of the United States shall be 
issued only to National banks having circulating notes outstanding 
secured by the deposit of bonds of the United States to an amount not 
less than forty per centum of the capital stock of such banks, and to 
suspend also the conditions and limitations of section five of said Act 
except that no bank shall be permitted to issue circulating notes in 
excess of one hundred and twenty-five per centum of its unimpaired 
capital and surplus. He shall require each bank and currency associ- 
ation to maintain on deposit in the Treasury of the United States a 
sum in gold sufficient in his judgment for the redemption of such notes, 
but in no event less than five per centum. He may permit National 
banks, during the period for which such provisions are suspended, to 
issue additional circulation under the terms and conditions of the Act 
referred to as herein amended: Provided further, That the Secretary 
of the Treasury, in his discretion, is further authorized to extend the 
benefits of this Act to all qualified State banks and trust companies, 
which have joined the Federal reserve system, or which may contract 
to join within fifteen days after the passage of this Act. 

Sec. 28. Section fifty-one hundred and forty-three of the Revised 
Statutes is hereby amended and reenacted to read as follows: Any 
association formed under this title may, by the vote of shareholders 
owning two-thirds of its capital stock, reduce its capital to any sum 
not below the amount required by this title to authorize the formation 
of associations; but no such reduction shall be allowable which will 
reduce the capital of the assocation below the amount required for its 
outstanding circulation, nor shall any reduction be made until the 
amount of the proposed reduction has been reported to the Comptroller 
of the Currency and such reduction has been approved by the said 
Comptroller of the Currency and no shareholder shall be entitled to 
any distribution of cash or other assets by reason of any reduction of 
the common capital of any association unless such distribution shall 
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have been approved by the Comptroller of the Currency and by the 
affirmative vote of at least two-thirds of the shares of each class of 
stock outstanding, voting as classes. 

Sec. 29. If any clause, sentence, paragraph, or part of this Act shall 
for any reason be adjudged by any court of competent jurisdiction to 
be invalid, such judgment shall not affect, impair, or invalidate the re- 
mainder of this Act, but shall be confined in its operation to the clause, 
sentence, paragraph, or part thereof directly involved in the contro- 
versy in which such judgment shall have been rendered. 

Sec. 30. The right to amend, alter, or repeal this Act is hereby 
expressly reserved. 
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PROVISIONS AFFECTING FEDERAL RESERVE BANKS 


Functions of former subtreasuries 

Act of May 29, 1920. Section 3595 of the Revised Statutes of the 
United States, as amended, providing for the appointment of an 
Assistant Treasurer of the United States at Boston, New York, Phila- 
delphia, Baltimore, New Orleans, Saint Louis, San Francisco, Cin- 
cinnati, and Chicago, and all laws or parts of laws so far as they au- 
thorize the establishment or maintenance of offices of such Assistant 
Treasurers or of Subtreasuries of the United States are hereby re- 
pealed from and after July 1, 1921; and the Secretary of the Treasury 
is authorized and directed to discontinue from and after such date or 
at such earlier date or dates as he may deem advisable, such sub- 
treasuries and the exercise of all duties and functions by such assistant 
treasurers or their offices. The office of each assistant treasurer speci- 
fied above and the services of any officers or other employees assigned 
to duty at his office shall terminate upon the discontinuance of the 
functions of that office by the Secretary of the Treasury. (Omitted 
from the United States Code.) 

The Secretary of the Treasury is hereby authorized, in his discre- 
tion, to transfer any or all of the duties and functions performed or 
authorized to be performed by the assistant treasurers above enumer- 
ated, or their offices, to the Treasurer of the United States or the mints 
or assay offices of the United States, under such rules and regulations 
as he may prescribe, or to utilize any of the Federal reserve banks act- 
ing as depositaries or fiscal agents of the United States, for the pur- 
pose of performing any or all of such duties and functions, notwith- 
standing the limitations of section 15 of the Federal reserve Act, as 
amended, or any other provisions of law: Provided, That if any 
moneys or bullion, constituting part of the trust funds or other special 
funds heretofore required by law to be kept in Treasury offices, shall 
be deposited with any Federal reserve bank, then such moneys or 
bullion shall by such bank be kept separate and distinct from the 
assets, funds, and securities of the Federal reserve bank and be held in 
the joint custody of the Federal reserve agent and the Federal reserve 
bank: Provided further, That nothing in this section shall be con- 
strued to deny the right of the Secretary of the Treasury to use ae 
ber banks as depositaries as heretofore authorized by law. (31 U.S.C. 
476-78 ) 

The Secretary of the Treasury is hereby authorized to assign any or 
all the rooms, vaults, equipment, and safes or space in the buildings 
used by the subtreasuries to any Federal reserve bank acting as fiscal 
agent of the United States. (31 U.S.C. 479) 
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Redemption of United States savings bonds 

Sec. 22 (i) of Second Liberty Bond Act. Any losses resulting from 
payments made in connection with the redemption of savings bonds 
shall be replaced out of the fund established by the Government Losses 
in Shipment Act, as amended, under such regulations as may be pre- 
scribed by the Secretary of the Treasury. The Treasurer of the 
United States, any Federal Reserve bank, or any qualified paying 
agent authorized or permitted to make payments in connection with 
the redemption of such bonds, shall be relieved from liability to the 
United States for such losses, upon a determination by the Secretary 
of the Treasury that such losses resulted from no fault or negligence 
on the part of the Treasurer, the Federal Reserve bank, or the qualified 
paying agent. * * *, (31 U.S.C. 757c (i)) 
Issuance of duplicates of Government checks 

Sec. 3646 (h), Revised Statutes. Any power, authority or discretion 
conferred upon the Secretary of the Treasury by this section may be 
delegated by him, in whole or in part, subject to such terms and con- 
ditions as he may prescribe, to such individuals as he may designate 
within the Treasury Department or to the head of any other depart- 
ment or agency of the iveetbididtit or of any Federal Reserve bank, 


and the head of such department or agency or Federal Reserve bank 
may, when such action is not inconsistent with the terms and condi- 
tions of the delegation by the Secretary of the Treasury, redelegate 
any power, authority, or discretion conferred upon him pursuant to 
this subsection to any officer or employee within such department, 
agency, or Federal Reserve bank. (31 U.S. C. 528) 


Checking accounts of Government-owned corporations 


Sec. 302 of Government Corporation Control Act. The banking or 
checking accounts of all wholly owned and mixed-ownership Govern- 
ment corporations shall be kept with the Treasurer of the United 
States, or, with the approval of the Secretary of the Treasury, with a 
Federal Reserve benkd or with a bank designated as a depository or 
fiscal agent of the United States: Provided, That the Secretary of the 
Treasury may waive the requirements of this section under such con- 
ditions as he may determine: And provided further, That this sec- 
tion will not apply to the establishment and maintenance in any bank 
for a temporary period of banking and checking accounts not in ex- 
cess of $50,000 in any one bank. The provisions of this section shall 
not be applicable to Federal Intermediate Credit Banks, Production 
Credit Corporations, the Central Bank for Cooperatives, the Regional 
Banks for Cooperatives, or the Federal Land Banks, except that each 
such corporation shall be required to report annually to the Secretary 
of the Treasury the names of the depositories in which such corpora- 
tion keeps a banking or checking account, and the Secretary of the 
Treasury may make a report in writing to the corporation, to the 
President, and to the Congress which he deems advisable upon receipt 
of any such annual report. (31 U.S. C. 867) 


Depositories for Federal Deposit Insurance Corporation 

Sec. 13 (b) of Federal Deposit Insurance Act. The banking or 
checking accounts of the Corporation shall be kept with the Treasurer 
of the United States, or, with the approval of the Secretary of the 
Treasury, with a Federal Reserve bank, or with a bank designated as 
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a depository or fiscal agent of the United States: Provided, That the 
Secretary of the Treasury may waive the requirements of this subsec- 
tion under such conditions as he may determine: And provided fur- 
ther, That this subsection shall not apply to the establishment and 
maintenance in any bank for temporary purposes of banking and 
checking accounts not in excess of $50,000 in any one bank, or to the 
establishment and maintenance in any bank of any banking and 
checking accounts to facilitate the payment of insured deposits, or the 
making of loans to, or the purchase of assets of, insured banks. When 
designated for that purpose by the Secretary of the Treasury, the 
Corporation shall be a depository of public moneys, except receipts 
from customs, under such regulations as may be prescribed by the said 
Secretary, and may also be employed as a financial agent of the Gov- 
ernment. It shall perform all such reasonable duties as depository of 
public moneys and financial agent of the Government as may be re- 
quired of it. (12 U.S. C. 1823 (b)) 


Depositories for Federal Home Loan Banks 


Sec. 15 of Federal Home Loan Bank Act. Obligations of the Fed- 
eral Home Loan Banks issued with the approval of the board under 
this Act shall be lawful investments, and may be accepted as security, 
for all fiduciary, trust, and public funds the investment or deposit of 
which shall be under the authority or control of the United States or 
any officer or officers thereof. The Federal reserve banks are author- 
ized to act as depositories, custodians, and/or fiscal agents for Federal 
Home Loan Banks in the general performance of their powers under 
this Act. All obligations of Federal Home Loan Banks shall plainly 
state that such obligations are not obligations of the United States and 
are not guaranteed by the United States. (12 U.S. C. 1435). 
Depositories for Federal Savings and Loan Insurance Corporation 

Sec. 402 (d) of Title IV of National Housing Act. * * * Moneys 
of the Corporation not required for current operations shall be de- 
posited in the Treasury of the United States, or upon the approval 
of the Secretary of the Treasury, in any Federal Reserve bank, or 
shall be invested in obligations of, or guaranteed as to principal and 
interest by, the United States. * * *. (12 U.S. C. 1725) 
Depositories for United States Housing Authority 

Sec. 21 of United States Housing Act. (a) Any money of the Ad- 
ministration not otherwise employed may be deposited, subject to 
check, with the Treasurer of the United States or in any Federal 
Reserve bank, or may be invested in obligations of the United States 
or used in the purchase or retirement or redemption of any obligations 
issued by the Administration. 

(b) The Federal Reserve banks are authorized and directed to act 
as depositories, custodians, and fiscal agents for the Administration 
in the general exercise of its powers, and the Administration may 
reimburse any such bank for its services in such manner as may be 
agreed upon. (42 U.S. C. 1421) 5 


* * * * * * * 


Depositories for Small Business Administration 


_ Sec. 206 (a) of the Small Business Act. All moneys of the Admin- 
istration not otherwise employed may be deposited with the Treasurer 
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of the United States subject to check by authority of the Adminis- 
tration. The Federal Reserve banks are authorized and directed to 
act as depositories, custodians, and fiscal agents for the Administra- 
tion in the general performance of its powers conferred by this title. 
Any banks insured by the Federal Deposit Insurance Corporation, 
when designated by the Secretary of the Treasury, shall act as cus- 
todians, and financial agents for the Administration. Each Federal 
Reserve bank, when designated by the Administrator as fiscal agent 
for the Administration, shall be entitled to be reimbursed for all ex- 
penses incurred as such fiscal agent. (15 U.S. C. 635) 


Depositories for Federal National Mortgage Association 


Sec. 309 (g) of National Housing Act. The Federal Reserve banks 
are authorized and directed to act as depositories, custodians, and 
fiscal agents for the Association in the general performance of its 
powers, and the Association shall reimburse such Federal Reserve 
banks for such services in such manner as may be agreed upon. (12 
U.S. C. 1723a) 

Depositories for Commodity Credit Corporation 

See. 3 of Act of April 16, 1943. The Federal Reserve banks are 
hereby authorized to act as depositories, custodians, and fiscal agents 
for the Commodity Credit Corporation. (12 U.S. C. 395) 
Depositories for Federal Crop Insurance Corporation 

Sec. 510 of Federal Crop Insurance Act. * * * Subject to the ap- 
proval of the Secretary of the Treasury, the Federal] Reserve benks 
are hereby authorized and directed to act as depositories, custodians, 


and fiscal agents for the Corporation in the performance of its powers 
conferred by this title. (7 U.S. C. 1510) 


Depositories for International Fund and Bank 


Sec. 6 of Bretton Woods Agreement Act. Any Federal Reserve 
bank which is requested to do so by the Fund or the Bank shall act 
as its depository or as its fiscal agent, and the Board of Governors of 
the Federal Reserve System shall supervise and direct the carrying 
out of these functions by the Federal Reserve banks. (22 U. 8. C. 
286d) 


Depositories for International Finance Corporation 

Src. 6 of Act of August 11, 1955. Any Federal Reserve banks which 
is requested to do so by the Corporation shall act as its depository or as 
its fiscal agent, and the Board of Governors of the Federal Reserve 
System shall supervise and direct the carrying out of these functions 
by the Federal Reserve banks. (22 U.S. C. 282d) 


Deposits of conservators 


Src. 206 of Act of March 9, 1933. While such bank is in the hands 
of the conservator appointed by the Comptroller of the Currency, the 
Comptroller may require the conservator to set aside and make avail- 
able for withdrawal by depositors and payment to other creditors, on 
a ratable basis, such amounts as in the opinion of the Comptroller 
may safely be used for this purpose; and the Comptroller may, in his 
discretion, permit the conservator to receive deposits, but deposits 
received while the bank is in the hands of the conservator shall not be 
subject to any limitation as to payment or withdrawal, and such 
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deposits shall be segregated and shall not be used to liquidate any 
indebtedness of such bank existing at the time that a conservator was 
appointed for it, or any subsequent indebtedness incurred for the 
purpose of liquidating any indebtedness of such bank existing at the 
time such conservator was appointed. Such deposits received while 
the bank is in the hands of the conservator shall be kept on hand in 
cash, invested in the direct obligations of the United States, or de- 
posited with a Federal Reserve bank. The Federal Reserve banks are 
hereby authorized to open and maintain separate deposit accounts for 
such purpose, or for the purpose of receiving deposits from State 
officials in charge of State banks under similar circumstances. (12 
U.S. C. 206) 
Fiscal agents in connection with guarantees of defense produc- 
tion loans 

Sec. 301 of Defense Production Act. (a) in order to expedite pro- 
duction and deliveries or services under Government contracts, the 
President may authorize, subject to such regulations as he may pre- 
scribe, the Department of the Army, the Department of the Navy, 
the Department of the Air Force, the Department of Commerce, and 
such other agencies of the United States engaged in procurement for 
the national defense as he may designate (hereinafter referred to as 
“ouaranteeing agencies”), without regard to provisions of law relat- 
ing to the making, performance, amendment, or modification of con- 
tracts, to guarantee in whole or in part any public or private financing 
institution (including any Federal Reserve bank), by commitment to 
purchase, agreement to share losses, or otherwise, against loss of prin- 
cipal or interest on any loan, discount, or advance, or on any commit- 
ment in connection therewith, which m: iy be made by suc h financing 
institution for the purpose of financing any contrac tor, subcontractor, 
or other person in connection with the per formance, of any contract or 
other operation deemed by the guaranteeing agency to be necessary 
to expedite production and deliveries or services under Government 
contracts for the procurement of materials or the performance of 
services for the national defense, or for the purpose of financing any 
contractor, subcontractor, or other person in connection with or in con- 
templation of the termination, in the interest of the United States, of 
any contract made for the national defense; but no small-business 
concern (as defined in section 714 (a) (1) of this Act) shall be ineligi- 
ble for the issuance of such a guaranty by reason of alternative sources 
of supply. 

(b) Any Federal agency or any Federal Reserve bank, when desig- 
nated by the President, is hereby authorized to act, on behalf of any 
guaranteeing agency, as fiscal agent of the U nited States in the making 
of such contracts of guarantee and in otherwise ¢: urying out the pur- 
poses of this section. All such funds as may be necessary to enable 
any such fiscal agent to carry out any guarantee made by it on behalf 
of any cuaranteeing agency shall be supplied and disbursed by or 
under authority from such guaranteeing agency. No such fiscal agent 
shall have any responsibility or accountability except as agent in 
taking any ¢ action pursuant to or under authority of the provisions of 
this section. Each such fiscal agent shall be reimbursed by each guar- 
anteeing agency for all expenses and losses incurred by such fiscal agent 
in acting as agent on behalf of such guaranteeing agency, including 
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among such expenses, notwithstanding any other provisions of law, 
attorneys’ fees and expenses of litigation. 

(c) All actions and operations of such fiscal agents under authority 
of or pursuant to this section shall be subject to the supervision of the 
President, and to such regulations as he may prescribe; and the Presi- 
dent is authorized to prescribe, either specifically or by maximum 
limits or otherwise, rates of interest, guarantee and commitment fees, 
and other charges which may be made in connection with loans, dis- 
counts, advances, or commitments guaranteed by the guaranteeing 
agencies through such fiscal agents, and to prescribe regulations gov- 
erning the forms and procedures (which shall be uniform to the extent 
practicable) to be utilized in connection with such guarantees. . 

(d) Each guaranteeing agency is hereby authorized to use for the 
purposes of this section any funds which have heretofore been appro- 
priated or allocated or which hereafter may be appropriated or allo- 
cated to it, or which are or may become available to it, for such pur- 
poses or for the purpose of meeting the necessities of the national 
defense. (50 U.S. C., App. 2091) 

Fiscal agents in connection with guarantees of flood loans 


Src. 5 of Federal Flood Insurance Act. * * * 

* * * * * * * 

(c) Any Federal Reserve bank, when designated by the Adminis- 
trator, is hereby authorized to act, on behalf of the Administrator, as 
fiscal agent of the United States in guaranteeing loans under this sec- 
tion and in otherwise taking action in connection with such guarantees. 
Such funds as may be necessary to enable such bank to carry out any 
such guarantee shall be supplied and disbursed by or under authority 
of the Administrator from the Disaster Loan Fund. Such bank shall 
not have any responsibility or accountability except as agent in taking 
any action in connection with such guarantees. Each such bank shall 
be reimbursed by the Administrator, from funds appropriated by the 
Federal Government, for all expenses incurred by the bank.in acting 
as agent on behalf of the Administrator, including among such ex- 
penses, notwithstanding any other provision of law, attorneys’ fees 
and expenses of litigation. 

(d) Action and operations of such banks under authority of sub- 
section (c) of this section shall be subject to the supervision of the 
Administrator and subject to such regulations as he may prescribe. 
The Administrator is authorized to prescribe the term and incidental 
charges for loans guaranteed under subsection (c) of this section. 
The Administrator is further authorized to prescribe regulations with 
respect to the forms and procedures (which shall be uniform to the 
maximum extent practicable) to be utilized in connection with such 
guarantees. (42 U.S. C. 2404) 


Records to Federal Home Loan Banks 

Src. 22 (a) of Federal Home Loan Bank Act. In order to enable 
the board to carry out the provisions of this Act, the Treasury Depart- 
ment, the Comptroller of the Currency, the Board of Governors of 
the Federal Reserve System, and the Federal reserve banks are hereby 
authorized, under such conditions as they may prescribe, to make avail- 
able to the board in confidence for its use and the use of any Federal 
Home Loan Bank such reports, records, or other information as may 
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be available, relating to the condition of institutions with respect to 
which any such Federal Home Loan Bank has had or contemplates 
having transactions under this Act or relating to persons whose obliga- 
tions are offered to or held by any Federal Home Loan Bank, and to 
make through their examiners or other employees, for the confidential 
use of the board or any Federal Home Loan Bank, examinations of 
such institutions. (12 U.S.C. 1442) 

Records to Farm Credit Administration 

Sec. 208 (e) of Federal Farm Loan Act. The executive depart- 
ments, boards, commissions, and independent establishments of the 
Government, the Reconstruction Finance Corporation, the Federal 
Deposit Insurance Corporation, the Comptroller of the Currency, the 
Board of Governors of the Federal Reserve System, and the Federal! 
Reserve banks are severally authorized under such conditions as they 
may prescribe, upon the request of the Farm Credit Administration to 
make available to the Farm Credit Administration or any district bank 
or district corporation operating under its supervision, in confidence, 
all reports, records or other information they may have relating to the 
condition of any institution to which the Administration, such district 
bank, or corporation has made or contemplates making loans or for 
which it has discounted or contemplates discounting paper, or which it 
is using or contemplates using as a custodian of securities or other 
credit instruments, or asa depositary. (12 U.S.C. 1095) 

Records to Federal Deposit Insurance Corporation 

Sec. 10 (f) of Federal Deposit Insurance Act. The Corporation 
shall have access to reports of examination made by, and reports of 
condition made to, the Comptroller of the Currency or any Federal 
Reserve bank, may accept any report made by or to any commission, 
board, or authority having supervision of a State nonmember bank 
(except a District bank), and may furnish to the Comptroller of the 
Currency, to any Federal Reserve bank, and to any such commission, 
board, or authority, reports of examinations made on behalf of, and 
reports of condition made to, the Corporation. (12 U.S. C. 1820 (f)) 
Records to Securities and Exchange Commission 

Sec. 321 (b) of Trust Indenture Act. The Treasury Department, 
the Comptroller of the Currency, the Board of Governors of the Fed- 
eral Reserve System, the Federal Reserve Banks, and the Federal 
Deposit Insurance Corporation are hereby authorized, under such 
conditions as they may prescribe, to make available to the Commission 
such reports, records, or other information as they may have available 
with respect to trustees or prospective trustees under indentures quali- 
fied or to be qualified under this title, and to make through their exam- 
iners or other employees for the use of the Commission, examinations 
of such trustees or prospective trustees. Every such trustee or pro- 
spective trustee shall, as a condition precedent to qualification of such 
indenture, consent that reports of examinations by Federal, State, 
Territorial, or District authorities may be furnished by such author- 
ities to the Commission upon request therefor. 

Notwithstanding any provision of this title, no report, record, or 
other information made available to the Commission under this subsec- 
tion, no report of an examination made under this subsection for the 
use of the Commission, no report of an examination made of any trustee 
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or prospective trustee by any Federal, State, Territorial, or District 
authority having jurisdiction to examine or superyise such trustee, no 
report made by any such trustee or prospective trustee to any such 
authority, and no correspondence between any such authority and any 
such trustee or prospec tive trustee, shall be divulged or made known 
or available by the Commission or any member, officer, agent, or em- 
ployee thereof, to any person other than a member, officer, agent, or 
employee of the Commission: Provided, That the Commission may 
make available to the Attorney General of the United States, in confi- 
dence, any information obtained from such records, reports of exam- 
ination, other reports, or correspondence, and deemed necessary by the 
Commission, or requested by him, for the purpose of enabling him to 
perform his duties under this title. (15 U.S.C. 77uuu) 
Records to Federal National Mortgage Association 

Sec. 309 (d) of National Housing Act. * * * With the consent of 
any Government corporation or Federal reserve bank, or of any 
board, commission, independent establishment, or executive depart- 
ment of the Government, the Association may avail itself on a reim- 
bursable basis of the use of information, services, facilities, officers 
and employees thereof, including any on service thereof, in carrying 
out the provisions of thistitle. (12 U.S.C. 1723a) 
Purchase and sale of farm loan bonds 

Sec. 27 of Federal Farm Loan Act. * * * Any Federal reserve 
bank may buy and sell farm loan bonds issued under this Act to the 
same extent and subject to the same limitations placed upon the pur- 


chase and sale by said banks of State, county, district, and municipal 
bonds under subsection (b) of section fourteen of the Federal Reserve 
Act approved December twenty-third, nineteen hundred and thirteen. 


(12 U.S. C. 943) 


Paper of regional agricultural credit corporations 

Src. 201 (e) of Act of July 21, 1932. * * * Such corporations are 
hereby authorized and empowered to make loans or advances to 
farmers and stockmen, the proceeds of which are to be used for an 
agricultural purpose (including crop production), or for the rais- 
ing, breeding, fattening, or marketing of livestock, to charge such 
rates of interest or discount thereon as in their judgment are fair and 
equitable, subject to the approval of the Farm Credit Administration, 
and to rediscount with the Farm Credit Administration and the vari- 
ous Federal reserve banks and Federal intermediate credit banks any 
paper that they acquire which is eligible for such purpose * * *, (12 


U.S. C. 1148) 


Exemption from Labor Management Relations Act 
Src. 2 (2) of Labor Management Relations Act, 1947. The term 
“employer” includes any person acting as an agent of an employer, 
directly or indirectly, but shall not include the United States or any 
wholly owned Gover nment cor poration, or any Federal Reserve Bank, 
or any State or political subdivision thereof, or any cor poration or 
association operating a hospital, if no part of the net earnings inures 
to the benefit of any private shareholder or individual, or any person 
subject to the Railway Labor Act, as amended from time to time, or 
any labor organization (other than when acting as an employer), or 
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anyone acting in the capacity of officer or agent of such labor organi- 


zation. (25 9U.S.C. 152 (2)) 


GENERAL PROVISIONS AFFECTING MEMBER BANKS 


Removal of directors and officers 

Sec. 30 of Banking Act of 1933. Whenever, in the opinion of 
the Comptroller of the Currency, any director or officer of a national 
bank, or of a bank or trust company doing business in the District 
of Columbia, or whenever, in the opinion of a Federal reserve agent, 
any director or officer of a State member bank in his district shall 
have continued to violate any law relating to such bank or trust com- 
pany or shall have continued unsafe or unsound practices in conducting 
the business of such bank or trust company, after having been warned 
by the Comptroller of Currency or the F ‘ederal reserve agent, as the 
case may be, to discontinue such violations of law or such unsafe or 
unsound practices, the Comptroller of the Currency or the Federal 
reserve agent, as the case may be, may certify the facts to the Board 
of Governors of the Federal Reserve System. In any such case the 
Board of Governors of the Federal Reserve System may cause notice 
to be served upon such director or officer to appear before such Board 
to show cause why he should not be removed from office. A copy of 
such order shall be sent to each director of the bank affected, by regis- 
tered mail. If after granting the accused director or officer a reason- 
able opportunity to be heard, the Board of Governors of the Federal 
Reserve System finds that he has continued to violate any law relating 
to such bank or trust company or has continued unsafe or unsound 
practices in conducting the business of such bank or trust company 
after having been w arned by the Comptroller of the Currency or the 
Federal reserve agent to discontinue such violation of law or such 
unsafe or unsound practices, the Board of Governors of the Federal 
Reserve System, in its discretion, may order that such director or 
oflicer be removed from office. A copy of such order shall be served 
upon such director or officer. A copy of such order shall also be served 
upon the bank of which he is a director or officer, whereupon such 
director or officer shall cease to be a director or officer of such bank: 
Provided, That such order and the findings of fact upon which it is 
based shall not be made public or disclosed to anyone except the di- 
rector or officer involved and the directors of the bank involved, other- 
wise than in connection with proceedings for a violation of this section. 
Any such director or officer removed from office as herein provided 
who thereafter participates in any manner in the management of such 
bank shall be fined not more than $5,000, or imprisoned for not more 
than five years, or both, in the discretion of the court. (12 U.S.C. 77) 
Number of directors 

Sec. 31 of Banking Act of 1933. After one year from the date of en- 
actment of this Act, notwithstanding any other provision of law, 
the board of directors, board of trustees, or other similar governing 
body of every national banking association and of every State bank 
or trust company which is a member of the Federal Reserve System 
shall consist of not less than five nor more than twenty-five mem- 
bers. If any national banking association violates the provisions of 
this section and continues such violation after thirty days’ notice from 
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the Comptroller of the Currency, the said Comptroller may appoint 
a receiver or conservator therefor, in accordance with the provisions 
of existing law. If any State bank or trust company which is a mem- 
ber of the Federal Reserve System violates the provisions of this sec- 
tion and continues such violation after thirty days’ notice from the 
Board of Governors of the Federal Reserve System, it shall be subject 
to the forfeiture of its membership in the Federal Reserve System in 
accordance with the provisions of section 9 of the Federal Reserve 
Act,asamended. (12 U.S.C. 71a) 


False certification of checks 


Sec. 5208, Revised Statutes. It shall be unlawful for any officer, 
director, agent or employee of any Federal reserve bank, or any 
member bank as defined in the Act of December 23, 1913, known as 
the Federal Reserve Act, to certify any check drawn upon such Fed- 
eral reserve bank or member bank unless the person, firm, or corpora- 
tion drawing the check has on deposit with such Federal reserve bank 
or member bank, at the time such check is certified, an amount of money 
not less than the amount specified in such check. Any check so certified 
by a duly authorized officer, director, agent, or employee shall be a good 
and valid obligation against such Federal reserve bank or member 
bank ; but the act of any officer, director, agent, or employee of any such 
Federal reserve bank or member bank in violation of this section shall, 
in the discretion of the Board of Governors of the Federal Reserve 
System, subject such Federal reserve bank to the penalties imposed by 
section 11, subsection (h) of the Federal Reserve Act, and shall sub- 
ject such member bank, if a national bank, to the liabilities and 
proceedings on the part of the Comptroller of the Currency provided 
for in section 5234, Revised Statutes, and shall, in the discretion of 
the Board of Governors of the Federal Reserve System, subject any 
other member bank to the penalties imposed by section 9 of said Fed- 
eral Reserve Act for the violation of any of the provisions of said Act. 
(12 U.S. C. 501) 

Branches of national banks 


Sec. 5155, Revised Statutes. The conditions upon which a national 
banking association may retain or establish and operate a branch or 
branches are the following: 

(a) A national banking association may retain and operate such 
branch or branches as it may have in lawful operation at the date of 
the approval of this Act, and any national banking association which 
has continuously maintained and operated not more than one branch 
for a period of more than twenty-five years immediately preceding the 
approval of this Act may continue to maintain and operate such 
branch. 

(b) If a State bank is hereafter converted into or consolidated with 
a national banking association, or if two or more national banking as- 
sociations are consolidated, such converted or consolidated association 
may, with respect to any of such banks, retain and operate any of their 
branches which may have been in lawful operation bs any bank at the 
date of the approval of the Act. 

(c) A national banking association may, with the approval of the 
Comptroller of the Currency, establish and operate new branches: 
(1) Within the limits of the city, town or village in which said asso- 
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ciation is situated, if such establishment and operation are at the time 
expressly authorized to State banks by the law of the State in question ; 
and (2) at any point within the State in which said association is situ- 
ated, if such establishment and operation are at the time authorized 
to State banks by the statute law of the State in question by language 
specifically granting such authority affirmatively and not merely by 
implication or recognition, and subject to the restrictions as to location 
imposed by the law of the State on State banks. In any State in which 
State banks are permitted by statute law to maintain branches within 
county or greater limits, if no bank is located and doing business in the 
place where the proposed agency is to be located, any national banking 
association situated in such State may, with the approval of the Comp- 
troller of the Currency, establish and operate, without regard to the 
capital requirements of this section, a seasonal agency in any resort 
community within the limits of the county in which the main office of 
such association is located, for the purpose of receiving and paying out 
deposits, issuing and cashing checks and drafts, and doing business 
incident thereto: Provided, That any permit issued under this sentence 
shall be revoked upon the opening of a State or national bank in such 
community. Except as provided in the immediately preceding sen- 
tence, no such association shall establish a branch outside of the city, 
town, or village in which it is situated unless it has a combined capital 
stock and surplus equal to the combined amount of capital stock and 
surplus, if any, required by the law of the State in which such associa- 
tion is situated for the establishment of such branches by State banks, 
or, if the law of such State requires only a minimum capital stock for 
the establishment of such branches by State banks, unless such associa- 
tion has not less than an equal amount of capital stock. 

(d) The aggregate capital of every national banking association 
and its branches shall at no time be less than the aggregate minimum 
capital required by law for the establishment of an equal number of 
national banking associations situated in the various places where 
such association and its branches are situated. 

(e) No branch of any national banking association shall be estab- 
lished or moved from one location to another without first obtaining 
the consent and approval of the Comptroller of the Currency. 

(f) The term “branch” as used in this section shall be held to in- 
clude any branch bank, branch office, branch agency, additional office, 
or any branch place of business located in any State or Territory of 
the United States or in the District of Columbia at which deposits 
are received, or checks paid, or money lent. 

(g) This section shall not be construed to amend or repeal section 
25 of the Federal Reserve Act, as amended, authorizing the establish- 
ment by national banking associations of branches in foreign coun- 
tries, or dependencies, or insular possessions of the United States. 

(h) The words “State bank,” “State banks,” “bank,” or “banks.” 
as used in this section, shall be held to include trust companies, savings 
banks, or other such corporations or institutions carrying on the bank- 
ing business under the authority of State laws. (12 U.S. C. 36) 


Investment securities and corporate stocks 

Src. 5136, Revised Statutes. Upon duly making and filing articles 
of association and an organization certificate, the association shall 
become, as from the date of the execution of its organization certificate, 
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a body corporate, and as such, and in the name designated in the 
organization certificate, it shall have power— 
* * ak cad a * * 


Seventh. To exercise by its board of directors or duly authorized 
officers or agents, subject to law, all such incidental powers as shall be 
necessary to carry on the business of banking; by discounting and 
negotiating promissor y notes, drafts, bills of exc hange, and other evi- 
dences of debt ; by receiving deposits; by buying and selling exchange, 
coin, and bullion; by loaning money on personal security; and by 
obtaining, issuing, and circulating notes according to the provisions 
of this title. The business of dealing in securities and stock by the 
association shall be limited to purchasing and selling such securi- 
ties and stock without recourse, solely upon the or rder, and for 
the account of, customers, and in no case for its own account, and the 
association shall not underwrite any issue of securities or stock: Pro- 
vided, That the association may purchase for its own account invest- 
ment securities under such limitations and restrictions as the Comp- 
troller of the Currency may be regulation prescribe. In no event shall 
the total amount of the investment securities of any one obligor or 
maker, held by the association for its own account, exceed at any time 
10 per centum of its capital stock actually paid in and unimp aired and 
10 per centum of its unimpaired sur plus fund, except that this limita- 
tion shall not require any association to dispose of any securities law- 
fully held by it on the date of enactment of the Banking Act of 1935. 
As used in this section the term “investment securities” shall mean 
marketable obligations evidencing indebtedness of any person, co- 
partnership, association, or corporation in the form of bonds, notes 
and/or debentures commonly known as investment securities under 
such further definition of the term “investment securities” as may by 
regulation be prescribed by the Comptroller of the Currency. Except 
as hereinafter provided or otherwise permitted by law, nothing herein 
contained shall authorize the purchase by the association for its own 
account of any shares of stock of any corporation. The limitations and 
restrictions herein contained as to dealing in, underwriting and pur- 
chasing for its own account, investment securities shall not apply to 

oblig ations of the United States, or general obligations of any State 
or of any political subdivision thereof, or obligations issued under au- 
thority of the Federal Farm Loan Act, as amended, or issued by the 
thirteen banks for cooperatives or any of them onthe Federal Home 
Loan Banks or the Home Owners’ Loan Corporation, or obligations 
which are insured by the Federal Housing Administrator pursuant to 
section 207 of the National Housing Act, if the debentures to be issued 
in payment of such insured obligations are guaranteed as to principal 
and interest by the United States, or obligations of the Federal Na- 
tional Mortgage Association, or such obligations of any local public 
agency (as defined i in section 110 (h) of the Housing Act of 1949) as 
are secured by an agreement between the local public agency and the 
Housing and Home Finance Administrator in which the local public 
agency agrees to borrow from said Administrator, and said Adminis- 
trator agrees to lend to said local public agency, prior to the maturity 
of such ‘obligations (which obligations shall have a maturity of not 
more than eighteen months), monies in an amount which (together 
with any other monies irrevocably committed to the payment ‘of in- 
terest on such obligations) will suffice to pay the principal of such 





STUDY OF BANKING LAWS 185 


obligations with interest to maturity thereon, which monies under the 
terms of said agreement are required to be used for the purpose of pay- 
ing the prine ipal of and the interest on such obligations at their ma- 
turity, or such obligations of a public housing agency (as defined in 
the United States Housing Act of 1937, as amended ) as are secured 
either (1) by an agreement between the public housing agency and 
the Public Housing “Administration in which the public housing agency 
agrees to borrow from the Public Housing Administration, and the 
Public Housing Administration agrees to Tend to the public housing 
agency, prior to the maturity of such obligations (which ob ligations 
shall have a maturity of not more than eighteen months), monies in 
an amount which (together with any other monies irrevoc ably com- 
mitted to the payment of interest on such obligations) will suffice to 
pay the pr incipal of such obligations with interest to maturity thereon, 
which monies under the terms of said agreement are required to be 
used for the purpose of paying the By incipal of and the interest on such 
obligations at their matur ity, or (2) by a pledge of annual contribu- 
tions under an annual contributions contract between such public 
housing agency and the Public Housing Administration if such con- 
tract shall contain the covenant by the Public Housing Administration 
which is authorized by subsection (b) of section 22 of the United States 
Housing Act of 1937, as amended, and ifthe maximum sum and the 
maximum period specified in such contract pursuant to said subsection 
(b) shall not be less than the annual amount and the period for 
payment which are requisite to provide for the payment when due of 
all installments of principal and interest on such obligations: Pro- 


vided, That in carrying on the business commonly known as the safe- 
deposit. business the association shall not invest in the capital stock of 
a corporation organized under the law of any State to conduct a safe- 
deposit business in an amount in excess of 15 ee centum of the capital 


stock of the association actually paid in and unimpaired and 15 per 
centum of its unimpaired surplus. The limitations and restrictions 
herein contained as to dealing in and underwriting investment se- 
curities shall not apply to obligations issued by the International 
Bank for Reconstruction and Development which are at the time 
eligible for purchase by a national bank for its own account : Provided, 
That no association shall at any one time hold obligations ae by 
either of said banks as a result of underwriting, ‘dealing, « * pur- 
chasing for its own account (and for this purpose bhiligations as to 
which it is under commitment shall be deemed to be held by it) ina 
total amount, with respect to each issuer, exceeding 10 per centum of 
its capital stock actually paid in and unimpaired and 10 per centum 
of its unimpaired surplus fund. (12 U.S. C. 24) 


Capital contributions to Federal National Mortgage Association 

Sec. 303 (f) of National Housing Act. Notwithstanding any other 
aaa of law, any institution, including a national bank or State 
member bank of the Federal Reserve System or any member of the 
Federal Deposit Insurance Corporation, trust company, or other bank- 
ing organization, organized under any law of the United States, 
including the laws relating to the District of Columbia, shall be 
authorized to make ps 1yments to the Association of the nonrefundable 
capital contributions referred to in subsection (b) of this section, to 
receive stock of the Association evidencing such capital contributions, 
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and to hold or dispose of such stock, subject to the provisions of this 
title. (12 U.S. C. 1718) 
Limitation of loans to one person 

Sec. 5200, Revised Statutes. The total obligations to any national 
banking association of any person, copartnership, association, or cor- 
poration shall at no time exceed 10 per centum of the amount of the 
capital stock of such association actually paid in and unimpaired and 
10 per centum of its unimpaired surplus fund. The term “obligations” 
shall mean the direct liability of the maker or acceptor of paper dis- 
counted with or sold to such association and the liability of the 
indorser, drawer, or guarantor who obtains a loan from or discounts 
paper with or sells paper under his guaranty to such association and 
shall include in the case of obligations of a copartnership or asso- 
ciation the obligations of the several members thereof and shall include 
in the case of obligations of a corporation all obligations of all sub- 
sidiaries thereof in which such corporation owns or controls a major- 
ity interest. Such limitation of 10 per centum shall be subject to the 
following exceptions: 

(1) Obligations in the form of drafts or bills of exchange drawn in 
good faith against actually existing values shall not be subject under 
this section to any limitation based upon such capital and surplus. 

(2) Obligations arising out of the discount of commercial or business 
paper actually owned by the person, copartnership, association, or cor- 
poration negotiating the same shall not be subject under this section 
to any limitation based upon such capital and surplus. 

(3) Obligations drawn in good faith against actually existing values 
and secured by goods or commodities in process of shipment shall not 
be subject under this section to any limitation based upon such capital 
and surplus. 

(4) Obligations as indorser or guarantor of notes, other than com- 
mercial or business paper excepted under (2) hereof, having a maturity 
of not more than six months, and owned by the person, corporation, 
association, or copartnership indorsing and negotiating the same, shall 
be subject under this section to a limitation of 15 per centum of such 
capital and surplus in addition to such 10 per centum of such capital 
and surplus. 

(5) Obligations in the form of banker’s acceptances of other banks 
of the kind described in section 13 of the Federal Reserve Act shall not 
be subject under this section to any limitation based upon such capital 
and surplus. 

(6) Obligations of any person, copartnership, association or corpor- 
ation, in the form of notes or drafts secured by shipping documents, 
warehouse receipts or other such documents transferring or securing 
title covering readily marketable nonperishable staples when such 
property is fully covered by insurance, if it is customary to insure such 
staples, shall be subject under this section to a limitation of 15 per 
centum of such capital and surplus in addition to such 10 per centum 
of such capital and surplus when the market value of such staples 
securing such obligations is not at any time less than 115 per centum of 
the face amount of such obligation, and to an additional increase of 
limitation of 5 per centum of such capital and surplus in addition to 
such 25 per centum of such capital and surplus when the market value 
of such staples securing such additional obligation is not at any time 
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less than 120 per centum of the face amount of such additional obliga- 
tion, and to a further additional increase of limitation of 5 per centum 
of such capital and surplus in addition to such 30 per centum of such 
capital and surplus when the market value of such staples securing 
such additional obligation is not at any time less than 125 per centum 
of the face amount of such additional obligation, and to a further 
additional increase of limitation of 5 per centum of such capital and 
surplus in addition to such 35 per centum of such capital and surplus 
when the market value of such staples securing such additional obliga- 
tion is not at any time less than 130 per centum of the face amount of 
such additional obligation, and to a further additional increase of 
limitation of 5 per centum of such capital and surplus in addition to 
such 40 per centum of such capital and surplus when the market value 
of such staples securing such additional obligation is not at any time 
less than 135 per centum of the face amount of such additional obliga- 
tion, and to a further additional increase of limitation of 5 per centum 
of such capital and surplus in addition to such 45 per centum of such 
capital and surplus when the market value of such staples securing 
such additional obligation is not at any time less than 140 per centum 
of the face amount of such additional obligation, but this exception 
shall not apply to obligations of any one person, copartnership, asso- 
ciation or corporation arising from the same transactions ‘and or 
secured upon the identical staples for more than ten months. 

(7) Obligations of any person, copartnership, association, or cor- 
poration in ‘the form of notes or drafts secured by shipping documents 
or instruments transferring or securing title covering livestock or 
civing a lien on livestock when the market value of the livestock 
securing the obligation is not at any time less than 115 per centum of 
the face amount of the notes covered by such documents shall be subject 
under this section to a limitation of 15 per centum of such capital and 
sur ai in addition to such 10 per centum of such capital and surplus. 

8) Obligations of any person, copartnership, association, or cor- 
pe ation in the form of notes secured by not less than a like amount 

f bonds or notes of the United States issued since April 24, 1917, or 
certified of indebtedness of the United States, Treasury bills of the 
United States, or obligations fully guaranteed both as to principal 

and interest by the United States, shall (except to the extent per- 
mitted by rules and regulations prescribed by the Comptroller of the 
Currency, with the approval of the Secretary of the Treasury) be 
subject under this section to a limitation of 15 per centum of such 
capital and surplus in addition to such 10 per centum of such capital 
wy ee 
9) Obligations representing loans to any national banking associa- 
tion or to any banking institution organized under the laws of any 
St: ate, or to any rec eiver, conservator, or super ‘intendent of b: inks, or 
to any other agent, in charge of the business and property of any 
such association or banking institution, when such loans are approved 
by the Comptroller of the Currenc y, shall not be subject under this 
section to any limitation based upon such capital and surplus. 

(10) Obligations shall not be subject under this section to any limi- 
tation based upon such capital and surplus to the extent that such 
ob oe are secured or covered by guaranties, or by commitments 

r agreements to take over or to pure chase, made by any Federal Re- 


82876—56 13 
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serve bank or by the United States or any department, bureau, board, 
commission, or establishment of the United States, including any cor- 
poration wholly owned directly or indirectly by the United States: 
Provided, That such guaranties, agreements, or commitments are un- 
conditional and must be performed by payment of cash or its-equiva- 
lent within sixty days after demand. The Comptroller of the Cur- 
rency is hereby authorized to define the terms herein used if and when 
he may deem it necessary. 

(11) Obligations of a local public agency (as defined in section 
110 (h) of the Housing Act of 1949) or of a public housing agency 
(as defined in the United States Housing Act of 1937, as amended) 
which have a maturity of not more than eighteen months shall not be 
subject under this section to any limitation, if such obligations are 
secured by an agreement between the obligor agency and the Housing 
and Home Finance Administrator or the Public Housing Administra- 
tion in which the agency agrees to borrow from the Administrator or 
Administration, and the Administrator or Administration agrees to 
lend to the agency, prior to the maturity of such obligations, monies 
in an amount which (together with any other monies irrevocably com- 
mitted to the payment of interest on such obligation) will suffice to 
pay the principal of such obligations with interest to maturity, which 
monies under the terms of said agreement are required to be used for 
that purpose. (12 U.S.C. 84) 


Loans on or purchase of own stock 


Src. 5201, Revised Statutes. No association shall make any loan or 
. ? . . . * 
discount on the security of the shares of its own capital stock, nor be 
the purchaser or holder of any such shares, unless such security or 
purchase shall be necessary to pare loss upon a debt previously con- 
tracted in good faith; and stock so purchased or acquired shall, within 
e Be a ’ 
six months from the time of its purchase, be sold or disposed of at 
public or private sale; or, in default thereof, a receiver may be ap- 
pointed to close up the business of the association, according to sec- 
tion fifty-two hundred and thirty-four. (12 U.S. C. 83) 


Purchase of farm loan bonds 


Seo. 27 of Federal Farm Loan Act. Any member bank of the 


Federal Reserve System may buy and sell farm loan bonds issued under 
the authority of this Act. (12 U.S.C. 942) 


Guaranteed loans to veterans 

Sec. 500 of Servicemen’s Readjustment Act. * * * 

(b) Loans guaranteed under this title shall be payable under such 
terms and conditions as may be agreed upon by the parties thereto, sub- 
ject to the conditions and limitations of this title and the regulations 
issued pursuant to section 504: Provided, That the liability under the 
guaranty within the limitations of this title shall decrease or increase 
pro rata with any decrease or increase of the amount of the unpaid 
portion of the obligation: Provided further, That loans guaranteed 
under this title shall bear interest at a rate not exceeding 4 per centum 
per annum and shall be payable in full in not more than thirty years, 
or in the case of loans on farm realty in not more than forty years: 
And provided further, That (1) the maturity on a non-real-estate loan 
shall not exceed ten years; (2) any loan for a term in excess of five 
years shall be amortized in accordance with established procedure: 
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(3) except as provided in section 505 any real-estate loan, other than 
for repairs, alterations or improvements, shall be secured by a first 
lien on the realty, and a non-real-estate loan, except as to wernang or 
other capital, merchandise, good-will and other intangible assets, shall 
be secured by personalty to the extent legal and practicable: And pro- 
vided further, That the Administrator, with the approval of the Sec- 
retary of the Treasury, may prescribe by regulation from time to time 
such rate of interest, not in excess of 414 per centum per annum, as he 
may find the loan market demands. 
= * * * * * * 


(d) Loans guaranteed hereunder may be made (1) by any Federal 
land bank, national bank, State bank, private bank, building and loan 
association, insurance company, credit union, or mortgage and loan 
company, that is subject to examination and supervision by an agency 
of the United States or of any State or Territory, including the Dis- 
trict of Columbia, or (2) by any State. Any loan at least 20 per 
centum of which is guaranteed under this title may be made by any 
national bank, or Federal savings and loan association; or by any 
bank, trust company, building and loan association or insurance com- 
pany organized or authorized to do business in the District of Colum- 
bia; without regard to the limitations and restrictions of any other 
statute with respect to— 

ratio of amount of loan to the value of the property ; 
maturity of loan ; 
requirement for mortgage or other security ; 

(4) dignity of lien; or 


percentage of assets which may be invested in real estate 


(38 U.S. C. 694) 


» * * * 
Minimum capital of national banks 


Src. 5138, Revised Statutes. After this section as amended takes 
effect, no national banking association shall be organized with a less 
capital than $100,000, except that such associations with a capital of 
not less than $50,000 may be organized in any place the population 
of which does not exceed six thousand inhabitants. No such associa- 
tion shall be organized in a city the population of which exceeds fifty 
thousand persons with a capital of less than $200,000, except that in 
the outlying districts of such a city where the State laws permit the 
organization of State banks with a capital of $100,000 or less, national 
banking associations now organized or hereafter organized may, with 
the approval of the Comptroller of the Currency, have a capital of 
not less than $100,000. No such association shall hereafter be au- 
thorized to commence the business of banking until it shall have a 
paid-in surplus equal to 20 per centum of its capital: Provided, That 
the Comptroller of the Currency may waive this requirement as to a 
State bank converting into a national banking association, but each 
such State bank which is converted into a national banking association 
shall, before the declaration of a dividend on its shares of common 
stock, carry not less than one-half part of its net profits of the pre- 
ceding half year to its surplus fund until it shall have a surplus equal 
to 20 per centum of its capital: Provided, That for the purposes of 
this section any amounts paid into a fund for the retirement of any 
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preferred stock of any such converted State bank out of its net earn- 
ings for such half-year period shall be deemed to be an addition to 
its surplus fund if, upon the retirement of such preferred stock, the 
amount so paid into such retirement fund for such period may then 
yroperly be carried to surplus. In any such case the converted State 
bank shall be obligated to transfer to surplus the amount so paid into 
such retirement fund for such e iod on account of the preferred stock 
as such stock is retired. (12 U.S.C. 51) 


Dividends 


Sec. 5199, Revised Statutes. The directors of any association may, 
semiannually, declare a dividend of so much of the net profits of the 
association as they shall judge expedient; but each association shall, 
before the declaration of a dividend on its shares of common stock, 

carrying? not less that one-tenth part of its net profits of the pre- 
ceding half year to its surplus fund until the same shall equal the 
amount of its common capital: Provided, That for the purposes of 
this section, any amount paid into a fund for the retirement of any 
preferred stock of any such association out of its net earnings for 
such half-year period shall be deemed to be an addition to its surplus 
fund if, upon the retirement of such preferred stock, the amount so 
paid into such retirement fund for such period may then properly be 
carried to surplus. In any such case the association shall be obli- 
aaa to transfer to surplus the amounts so paid into such retirement 
fund for such period on account of the preferred stock as such stock 
isretired. (12U.8.C. 60) 
Unearned dividends 

Src. 5204, Revised Statutes. No association, or any member thereof, 
shall, during the time it shall continue its banking operations, with- 
draw, or permit to be withdrawn, either in the form of dividends or 
otherwise, any portion of its capital. If losses have at any time been 
sustained by any such association, equal to or exceeding its undivided 
profits then on hand, no dividend shall be made; and no dividend shall 
ever be made by any association, while it continues its banking opera- 
tions, to an amount greater than its net profits then on hand, deducting 
therefrom its losses and bad debts. All debts due to any associations, 
on which interest is past due and unpaid for a period of six months, 
unless the same are well secured, and in process of collection, shall 
be considered bad debts within the meaning of this section. But 
nothing in this section shall prevent the reduction of the capital stock 
of the association under section fifty-one hundred and forty-three. 
(12 U.S.C. 56) 

Impairment of capital 

Sec. 5205, Revised Statutes. Every association which shall have 
failed to pay up its capital stock, as required by law, and every asso- 
ciation whose capital stock shall have become impaired by ‘dab or 
otherwise, shall, within three months after receiving notice thereof 
from the Comptroller of the Currency, pay the deficiency in the capital 
stock, by assessment upon the shareholders pro rata for the amount of 


1So in statute as enacted. 
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capital stock held by each; and the Treasurer of the United States 
shall withhold the interest upon all bonds held by him in trust for any 
such association, upon notification from the Comptroller of the Cur- 
rency, until otherwise notified by him. If any such association shall 
fail to pay up its capital stock, and shall refuse to go into liquidation, 
as provided by law, for three months after receiving notice from the 
Comptroller, a receiver may be appointed to close up the business of 
the association, according to the provisions of section fifty-two hun- 
dred and thirty-four: And provided, That if any shareholder or 
shareholders of such bank shall neglect or refuse, after three months’ 
notice, to pay the assessment, as provided in this section, it shall be 
the duty of the board of directors to cause a sufficient amount of the 
capital stock of such shareholder or shareholders to be sold at public 
auction (after thirty days’ notice shall be given by posting such 
notice of sale in the office of the bank, and by publishing such notice 
in a newspaper of the city or town in which the bank is located, or 
in anewspaper published nearest thereto), to make good the deficiency, 
and the balance, if any, shall be returned to such delinquent share- 
holder or shareholders. (12 U.S.C. 55) 

Sec. 345 of Banking Act of 1935. If any part of the capital of a 
national bank, State member bank, or bank applying for membership 
in the Federal Reserve System consists of preferred stock, the deter- 
mination of whether or not the capital of such bank is impaired and 
the amount of such impairment shall be based upon the par value of 
its stock even though the amount which the holders of such preferred 
stock shall be entitled to receive in the event of retirement or liquida- 
tion shall be in excess of the par value of such preferred stock. If 
any such bank or trust company shall have outstanding any capital 
notes or debentures of the type which the Reconstruction Finance 
Corporation is authorized to purchase pursuant to the provisions of 
section 304 of the Emergency Banking and Bank Conservation Act, 
approved March 9, 1933, as amended, the capital of such bank may 
be deemed to be unimpaired if the sound value of its assets is not less 
than its total liabilities, including capital stock; but excludng such 
capital notes or debentures and any obligations of the bank expressly 
subordinated thereto. Notwithstanding any other provision of law, 
the holders of preferred stock issued by a national banking associa- 
tion pursuant to the provisions of the Emergency Banking and Bank 
Conservation Act, approved March 9, 1933, as amended, shall be 
entitled to receive such cumulative dividends at a rate not exceeding 
six per centum per annum on the purchase price received by the asso- 
ciation for such stock and, in the event of the retirement of such stock, 
to receive such retirement price, not in excess of such purchase price 
plus all accumulated dividends, as may be provided in the articles of 
association with the approval of the Comptroller of the Currency. If 
the association is placed in voluntary liquidation, or if a conservator 
or a receiver is appointed therefor, no payment shall be made to the 
holders of common stock until the holders of preferred stock shall have 
been paid in full such amount as may be provided in the articles of 
association with the approval of the Comptroller of the Currency, not 
in excess of such purchase price of such preferred stock plus all 
accumulated dividends. (12 U.S.C. 51 b-1) 
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Holding company affiliates; definitions 

Sec. 2 of Banking Act of 1933. As used in this Act and in any pro- 
vision of law amended by this Act— 

(a) The terms “banks,” “national bank,” “national banking asso- 
ciation,” “member bank,” “board,” “district,” and “reserve bank” shall 
have the meanings assigned to them in section 1 of the Federal Reserve 
Act, as amended. 

(b) Except where otherwise specifically provided, the term “affili- 
ate” shall include any corporation, business trust, association, or other 
similar organization— 

(1) Of which a member bank, directly or indirectly, owns or con- 
trols either a majority of the voting shares or more than 50 per centum 
of the number of shares voted for the election of its directors, trustees, 
or other persons exercising similar functions at the preceding election, 
or controls in any manner the election of a majority of its directors, 
trustees, or other persons exercising similar functions; or 

(2) Of which control is held, directly or indirectly, through stock 
ownership or in any other manner, by the shareholders of a member 
bank who own or control either a majority of the shares of such bank 
or more than 50 per centum of the number of shares voted for the elec- 
tion of directors of such bank at the preceding election, or by trustees 
for the benefit of the shareholders of any such bank; or 

(3) Of which a majority of its directors, trustees, or other persons 
exercising similar functions are directors of any one member bank. 

(c) The term “holding company affiliate” shall include any corpora- 
tion, business trust, association, or other similar organization— 

(1) Which owns or controls, directly or indirectly, either a majority 
of the shares of capital stock of a member bank or more than 50 per 
centum of the number of shares voted for the election of directors of 
any one bank at the preceding election, or controls in any manner the 
election of a majority of the directors of any one bank; or 

(2) For the benefit of whose shareholders or members all or substan- 
tially all the capital stock of a member bank is held by trustees. 

Notwithstanding the foregoing, the term “holding company affiliate” 
shall not include (except for the purposes of section 23A of the Fed- 
eral Reserve Act, as amended) any corporation all of the stock of 
which is owned by the United States, or any organization which is de- 
termined by the Board of Governors of the Federal Reserve System 
not to be engaged, directly or indirectly, as a business in holding the 
stock of, of managing or controlling, banks, banking associations, say- 
ings banks, or trust companies. (12 U.S. C. 221a) 


Voting permits 


Sec. 5144, Revised Statutes. In all elections of directors, each share- 
holder shall have the right to vote the number of shares owned by him 
for as many persons as there are directors to be elected, or to cumulate 
such shares and give one candidate as many votes as the number of 
directors multiphed by the number of his shares shall equal, or to dis- 
tribute them on the same principle among as many candidates as he 
shall think fit; and in deciding all other questions at meetings of 
shareholders, each shareholder shall be entitled to one vote on each 
share of stock held by him; except that (1) this shall not be construed 
as limiting the voting rights of holders of preferred stock under the 
terms and provisions of articles of association, or amendments thereto, 
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a pursuant to the prov isions of section 302 (a) of the Emer- 
gency Banking and Bank Conservation Act, approved March 9, 1933, 
as amended, (2) in the election of directors, shares of its own stock 
held by a national bank as sole trustee, whether registered in its own 
name as such trustee or in the name of its nominee, shall not be voted 
by the registered owner unless under the terms of the trust the manner 
in which such shares shall be voted may be determined by a donor or 
beneficiary of the trust and unless such donor or beneficiary actually 
directs how such shares shall be voted, (3) shares of its own stock he ld 
by a national bank and one or more persons as trustees may be voted 
by such other person or persons, as trustees, in the same manner as if 
he or they were the sole trustee, and (4) shares controlled by any hold- 
ing company affiliate of a national bank shall not be voted unless such 
holding company affiliate shall have first obtained a voting permit as 
hereinafter provided, which permit is in force at the time such shares 
are voted, but such holding company affiliate may, without obtaining 
such permit, vote in favor of placing the association in voluntary 
liquidation or taking any other action pertaining to the voluntary 
liquidation of such association. Shareholders may vote by proxies 
duly authorized in writing; but no officer, clerk, teller, or bookkee ‘per 
of such bank shall act as proxy; and no shareholder whose liability is 
past due and unpaid shall be allowed to vote. Whenever shares of 
stock cannot be voted by reason of being held by the bank as sole 
trustee, such shares shall be excluded in det termining whether matters 
voted upon by the shareholders were adopted by the. requisite percent- 
age of shares. 

For the purpose of this section shares shall be deemed to be con- 
trolled by a holding company affiliate if they are owned or controlled 
directly or indirectly by such holding company affiliate, or held by any 
trustee for the benefit of the shareholders or members thereof. 

Any such holding company affiliate may make application to the 
Board of Governors of the Federal Reserve System for a voting permit 
entitling it to vote the stock controlled by it at any or all meetings of 
shareholders of such bank or authorizing the trustee or trustees hold- 
ing the stock for its benefit or for the benefit of its shareholders so to 
vote the same. The Board of Governors of the Federal Reserve Sys- 
tem may, in its discretion, grant or withhold such permit as the public 
interest may require. In acting upon such application, the Board 
shall consider the financial condition of the applicant, the general 

character of its management, and the probable effect of the granting of 
such permit upon the affairs of such b: ink, but no such permit sh: ull be 
granted except upon the following conditions: 

(a) Every such holding company affiliate shall, in making the appli- 
cation for such permit, agree (1) to receive, on dates identical with 
those fixed for the examination of banks with which it is affiliated, 
examiners duly authorized to examine such banks, who shall make 
such examinations of such holding company affiliate as shall be neces- 
sary to disclose fully the relations between such banks and such holding 
company affiliate and the effect of such relations upon the affairs of 
such banks, such examinations to be at the expense of the holding 
company affiliate so examined; (2) that the reports of such examiners 
shall contain such information as shal] be necessary to disclose fully 
the relations between such affiliate and such banks and the effect of 
such relations upon the affairs of such banks; (3) that such examiners 
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may examine each bank owned or controlled by the holding company 
affiliate, both individually and in conjunction with other banks owned 
or controlled by such holding company affiliate; and (4) that publica- 
tion of individual or consolidated statements of condition of such 
banks may be required ; 

(b) After five years after the enactment of the Banking Act of 1933, 
every such holding company affiliate (1) shall possess, and shall con- 
tinue to possess during the life of such permit, free and clear of any 
lien, pledge, or hypothecation of any nature, readily marketable assets 
other than bank stock in an amount not less than 12 per centum of the 
aggregate par value of all bank stocks controlled by such holding 
company affiliate, which amount shall be increased by not less than 
2 per centum per annum of such aggregate par value until such assets 
shall amount to 25 per centum of the aggregate par value of such 
bank stocks; and (2) shall reinvest in readily marketable assets other 
than bank stock all net earnings over and above 6 per centum per 
annum on the book value of its own shares outstanding until such 
assets shall amount to such 25 per centum of the aggregate par value 
of all bank stocks controlled by it; 

(c) Notwithstanding the foregoing provisions of this section, after 
five years after the enactment of the Banking Act of 1933, (1) any 
such holding company affiliate the shareholders or members of which 
shall be individually and severally liable in proportion to the number 
of shares of such holding company affiliate held by them respectively, 
in addition to amounts invested therein, for all statutory liability im- 
posed on such holding company affiliate by reason of its control of 
shares of stock of banks, shall be required only to establish and main- 
tain out of net earnings over and above 6 per centum per annum on the 
book value of its own shares outstanding a reserve of readily market- 
able assets in an amount of not less than 12 per centum of the aggregate 
par value of bank stocks controlled by it, and (2) the assets required 
by this section to be possessed by such holding company affiliate may 
be used by it for replacement of capital in banks affiliated with it and 
for losses incurred in such banks, but any deficiency in such assets 
resulting from such use shall be made up within such period as the 
Board of Governors of the Federal Reserve System may by regula- 
tion prescribe and the provisions of this subsection, instead of sub- 
section (b), shall apply to all holding company affiliates with respect 
to any shares of bank stock owned or controlled by them as to which 
there is no statutory liability imposed upon the holders of such bank 
stock; 

(d) Every officer, director, agent, and employee of every such hold- 
ing company afliliate shall be subject to the same penalties for false 
entries in any book, report, or statement of such holding company 
affiliate as are applicable to officers, directors, agents, and employees 
of member banks under section 1005 of Title 18, United States Code; 
and 

(e) Every such holding company affiliate shall, in its application for 
such voting permit, (1) show that it does not own, control, or have any 
interest in, and is not participating in the management or direction of, 
any corporation, business trust, association, or other similar organiza- 
tion formed for the purpose of, or engaged principally in, the issue, 
flotation, underwriting, public sale, or distribution, at wholesale or re- 
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tail or through syndicate participation, of stocks, bonds, debentures, 
notes, or other securities of any sort (hereinafter referred to as “securi- 
ties company”) ; (2) agree that during the period that the permit re- 
mains in force it will not acquire any ownership, control or interest in 
any such securities company or participate in the management or direc- 
tion thereof; (3) agree that if, at the time of filing the application for 
such permit, it owns, controls, or has an interest in, or is participating 
nthe management or direction of, any such securities company, it w ill, 
within five years after the filing of such application, divest itself of its 
ownership, control, and interest in such securities company and will 
cease participating in the management or direction thereof, and will 
not thereafter, during the period that the permit remains in force, ac- 
quire any further ownership, control, or interest in any such securities 
company or participate in the management or direction thereof; and 
(+) agree that thenceforth it will dec lare dividends only out of actual 
net earnings. 

[fat any time it shall appear to the Board of Governors of the Feder- 
al Reserve System that any holding company affiliate has violated any 
of the provisions of the Banking Act of 1933 or of any agreement made 
pursuant to this section, the Board of Governors of the Federal Reserve 
System may, in its discretion, revoke any such voting permit after giv- 
ing sixty days’ notice by registered mail of its intention to the hold- 
ing company affiliate and affording it an opportunity to be heard. 
Whenever the Board of Governors of the Federal Reserve System shall 
have revoked any such voting permit, no national bank whose stock is 
controlled by the holding company affiliate whose permit is so revoked 
shall receive deposits of ‘public moneys of the United States, nor shall 
any such national bank pay any further dividend to such holding com- 
pany affiliate upon any shares of such bank controlled by such holding 
company affiliate. 

Whenever the Board of Governors of the Federal Reserve System 
shall have revoked any voting permit as hereinbefore provided, the 
rights, privileges, and franchises of any or all national banks the stock 
of which is controlled by such holding company affiliate shall, in the 
discretion of the Board of Governors of the Federal Reserve System, 
be subject to forfeiture in accordance with section 2 of the Federal Re- 
serve Act asamended. (12 U.S. C. 61) 


Securities companies; interlocking directorates 

Sec. 382 of Banking Act of 1933. No officer, director, or employee of 
any corporation or unincorporated association, no partner or em- 
ployee of any partnership, and no individual, primarily engaged in 
the issue, flotation, underwriting, public sale, or distribution, at whole- 
sale or retail, or through syndic ate participation, of stocks, bonds, or 
other similar sec urities, shall serve ! the same time as an officer, direc- 
tor, or employee of any member bank except in limited classes of cases 
in which the Board of Governors of the Federal Reserve System may 
allow such service by general regulations when in the judgment of the 
said Board it would not unduly influence the investment policies of 
such member bank or the advice it gives its customers regarding 
investments. (12 U.S. C. 78) 


1 So in statute as enacted. 
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Affiliation with organizations dealing in securities 

Sec. 20 of Banking Act of 1933. After one year from the date of 
the enactment of this Act, no member bank shall be affiliated in any 
manner described in section 2 (b) hereof with any corporation, associa- 
tion, business trust, or other similar organization engaged principally 
in the issue, flotation, underwriting, public sale, or distribution at 
wholesale or retail or through syndicate participation of stocks, bonds, 
debentures, notes, or other securities: Provided, That nothing in this 
paragraph shall apply to any such organization which shall have been 
placed in formal liquidation and which shall transact no business 
except such as may be incidental to the liquidation of its affairs. 

For every volation of this section the member bank involved shall 
be subject to a penalty not exceeding $1,000 per day for each day dur- 
ing which such violation continues. Such penalty may be assessed by 
the Board of Governors of the Federal Reserve System, in its discre- 
tion, and, when so assessed, may be collected by the Federal reserve 
bank by suit or otherwise. 

If any such violation shall continue for six calendar months after 
the member bank shall have been warned by the Board of Governors 
of the Federal Reserve System to discontinue the same, (a) in the case 
of a national bank, all the rights, privileges, and franchises granted 
to it under the National Bank Act may be forfeited in the manner 
prescribed in section 2 of the Federal Reserve Act, as amended 
(U. S. C., title 12, sees. 141, 222-295, 281-286, and 502), or, (b) in 
the case of a State member bank, all of its rights and privileges of 
membership in the Federal Reserve System may be forfeited in the 
manner prescribed in section 9 of the Federal Reserve Act, as amended 
(U.S. C., title 12, secs. 321-332). (12U.8.C.77) ? 

Receipt of deposits by securities companies 

Sec. 21 of Banking Act of 1933. (a) After the expiration of one 
year after the date of enactment of this Act it shall be unlawful— 

(1) For any person, firm, corporation, association, business trust, 
or other similar organization, engaged in the business of issuing, 
underwriting, selling, or distributing, at wholesale or retail, or 
through syndicate participation, stocks, bonds, debentures, notes, or 
other securities, to engage at the same time to any extent whatever in 
the business of receiving deposits subject to check or to repayment 
upon presentation of a passbook, certificate of deposit, or other evi- 
dence of debt, or upon request of the depositor: Provided, That the 
provisions of this paragraph shall not prohibit national banks or State 
banks or trust companies (whether or not members of the Federal 
Reserve System) or other financial institutions or private bankers 
from dealing in, underwriting, purchasing, and selling investment 
securities to the extent permitted to national banking associations by 
the provisions of section 5136 of the Revised Statutes, as amended 
(U.S. C., title 12, sec. 24; Supp. VII (title 12, sec. 24): Provided 
further, That nothing in this paragraph shall be construed as affecting 
in any way such right as any bank, banking association, savings bank, 
trust company, or other banking institution, may otherwise possess to 
sell, without recourse or agreement to repurchase, obligations evidenc- 
ing loans on real estates or 

(2) For any person, firm, corporation, association, business trust, or 
other similar organization to engage, to any extent whatever with 
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others than his or its officers, agents or employees, in the business of 
receiving deposits subject to check or to repayment upon presentation 
of a ps sdeboeds, certificate of deposit, or other evidence of debt, or upon 
request of the depositor, unless such person, firm, corporation, associa- 
tion, business trust, or other similar organization (A) shall be incor- 
porated under, and authorized to engage in such business by, the laws 
of the United States or of any State, Territory, or District, or (B) 
shall be permitted by any State, Territory, or District to engage in 
such business and shall be subjected by the law of such State, Terri- 
tory, or District to examination and regulation, or (C) shall submit 
to periodic examination by the banking authority of the State, Terri- 
tory, or District where such business is carried on and shall make and 
publish periodic reports of its condition, exhibiting in detail its re- 
sources and liabilities, such examination and reports to be made and 
published at the same times and in the same manner and under the 
same conditions as required by the law of such State, Territory, or 
District in the case of incorporated banking institutions engaged in 
such business in the same localit 

(b) Whoever shall willfully violate any of the provisions of this 
section shall upon conviction be fined not more than $5,000 or impris- 
oned not more than five years, or both, and any officer, director, em- 
ployee, or agent of any person, firm, corporation, association, business 
trust, or other similar organization who knowingly participates in any 
such violation shall be punished by a like fine or imprisonment or both. 
(12 U.S. C. 378) 
Transfer of trust powers upon consolidation or merger 


Src. 38 of Act of November 7, 1918. That any bank incorporated 
under the laws of any State, or any bank incorporated in the Dis- 
trict of Columbia, may be consolidated with a national banking asso- 
ciation * * *. U pon such a consolidation, or upon a consolidation 
of two or more national banking associations under section 1 of this 
Act, the corporate existence of each of the constituent banks and 
national banking associations participating in such consolidation shall 
be merged into and continued in the consolidated national banking 
association and the conslidated association shall be deemed to be the 
same corporation as each of the constituent institutions. All the 
rights, franchises, and interests of each of such constituent banks and 
national banking associations in and to every species of property, real, 
personal, and mixed, and choses in action thereto belonging, shall 
be deemed to be transferred to and vested in such consolidated na- 
tional banking association without any deed or other transfer; and 
such consolidated national banking association, by virtue of such 
consolidation and without any order or other action on the part of 
any court or otherwise, shall hold and enjoy the same and all rights 
of property, franchises, and interests, including appointments, desig- 
nations, and nominations and all other rights and interests as trustee, 
executor, administrator, registrar of stocks and bonds, guardian of 
estates, assignee, receiver, committee of estates of lunatics and in 
every other fiduciary capacity, in the same manner and to the same 


extent as such rights, franchises, and interests were held or enjoyed 
by any such constituent institution at the time of such consolidation: 


Provided, however, That where any such constituent institution at the 
time of such consolidation was acting under appointment of any court 
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as trustee, executor, administrator, registrar of stocks and_ bonds, 

guardian of estates, assignee, receiver, committee of estates of lunatics 
or in any other fiduciary capacity, the consolidated national banking 
association shall be subject to removal by a court of competent juris- 
diction in the same manner and to the same extent as was such con- 
stituent corporation prior to the consolidation, and nothing herein 
contained shall be construed to impair in any manner the right of 
any court to remove such a consolidated national banking association 
and to appoint in lieu thereof a substitute trustee, executor, or other 
fiduciary, except that such right shall not be exercised in such a 
manner as to discriminate against national banking associations, nor 
shall any such consolidated association be removed solely because of 
the fact that it is a national banking association. (12 U.S. C. 34a) 

* * * * * * 


Sec. 4 of Act of November 7, 1918. (a) One or more national bank- 
ing association or one or more State banks, with the approval of the 
Comptroller, under an agreement not inconsistent with this Act, may 
merge into a national banking association located within the same 
State under the charter of the receiv ing association. 


* % ** * * * * 

(c) The corporate existence of the merging associations or State 
bank shall be merged into that of the receiving association. All 
rights, franchises, and interests of the merging association or State 
bank in and to every type of property (real, personal, and mixed) and 
choses in action shall be transferred to and vested in the receiving 
association by virtue of such merger without any deed or other trans- 
fer. The receiving association, upon the merger and without any 
order or other action on the part of any court or otherwise, shall 
hold and enjoy all rights of property, franchises, and interests, in- 
cluding appointments, designations, and nominations, and all other 
rights ‘and interests as trustee, exec utor, administrator, registrar of 
stocks and bonds, guardian of estates, assignee, receiver, committee of 
estates of lunatics, and in every other fiduciary capacity, in the same 
manner and to the same extent as such rights, franchises, and interests 
were held or enjoyed by any merging association or State bank at the 
time of the merger, subject to the conditions hereinafter provided, 

Where any merging association or State bank, at the time of the 
merger, was acting under appointment of any court as trustee, execu- 
tor, administr ator, registrar of stocks and bonds, guardian of estates, 
assignee, receiver, committee of estates of lunatics, or in any other 
fiduciary capacity, the receiving association shall be subject to re- 
moval by a court of competent jurisdiction in the same manner and 
to the same extent as was the merging association or State bank 
prior to the merger. Nothing contained 3 in this section shail be con- 
sidered to impair in any manner the right of any court to remove a 
receiving association and to appoint in lieu thereof a substitute trustee, 
executor, or other fiduciary, except that such right shall not be exer- 
cised in ‘such a manner as to discriminate against national banking 
associations, nor shall any receiving association be removed ou 8 be- 
cause of the fact that it is a national banking association. (12 U.S.C. 
34b) 

Sec. 5 of Act of November 7, 1918. As used in this Act the term— 

(1) “State bank” means any bank, banking association, trust com- 
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pany, savings bank (other than a mutual savings bank), or other 
banking institution which is engaged in the business of receiving 
deposits and which is incorporated under the laws of any State, or 
which is operating under the Code of Law for the District of Columbia 
(except a national banking association located in the District of 
Columbia) ; 

(2) “State” means the several States, the several Territories, 
Puerto Rico, the Virgin Islands, and the District of Columbia; 

(3) “Comptroller” means the Comptroller of the Currency; and 

(4) “Receiving association” means the national banking associa- 
tion into which one or more national banking associations or one 
or more State banks, located within the same State, merge. (12 
U.S. C. 34c) 
Insured banks as depositories 


Sec. 10 of Act of June 11, 1942. All insured banks designated for 
that purpose by the Secretary of the Treasury shall be depositaries 
of public money of the United States (including, without being lim- 
ited to, revenues and funds of the United States, and any funds the 
deposit of which is subject to the control or regulation of the United 
States or any of its officers, agents, or employees, and Postal Savings 
funds), and the Secretary is hereby authorized to deposit public money 
in such depositaries, under such regulations as may be prescribed by 
the Secretary; and they may also be employed as financial agents of 
the Government; and they shall perform all such reasonable duties, as 
depositaries of public money and financial agents of the Government 
as may be required of them. The Secretary of the Treasury shali 
require of the insured banks thus designated satisfactory security by 
the deposit of United States bonds or otherwise, for the safekeeping 
and prompt payment of public money deposited with them and for 
the faithful performance of their duties as financial agents of the 
Government: Provided, That no such security shall be required for 
the safekeeping and prompt payment of such parts of the deposits 
of the public money in such banks as are insured deposits and each 
oflicer, employee, or agent of the United States having official custody 
of public funds and lawfully depositing the same in an insured bank 
shall, for the purpose of determining the amount of the insured 
deposits, be deemed a depositor in such custodial capacity separate 
and distinct from any other officer, employee, or agent of the United 
States having official custody of public funds and lawfully depositing 
the same in the same insured bank in custodial capacity. Notwith- 
standing any other provision of law, no department, board, agency, 
instrumentality, officer, employee, or agent of the United States shall 
issue or permit to continue in effect any regulations, rulings, or instruc- 
tions, or enter into or approve any contracts or perform any other acts 
having to do with the deposit, disbursement, or expenditure of public 
funds, or the deposit, custody, or advance of funds subject to the 
control of the United States as trustee or otherwise which shall dis- 
criminate against or prefer national banking associations, State banks 
members of the Federal Reserve System, or insured banks not mem- 
bers of the Federal Reserve System, by class, or which shall require 
those enjoying the benefits, directly or indirectly, of disbursed public 
funds so to discriminate. All acts or parts thereof in conflict here- 
with are hereby repealed. The terms “insured bank” and “insured 
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deposit” as used in this Act shall be construed according to the defi- 


nitions of such terms in section 3 of the Federal Deposit Insurance 
Act, as amended (12 U.S. C., sec. 1813). (12 U.S. C. 265) 


National banks as depositories 


Src. 5153, Revised Statutes. All national banking associations, des- 
ignated for that ourpose by the Secretary of the Treasury, shall be de- 
eae of public money, under such regulations as may be prescribed 

y the Secretary; and they may also be employed as financial agents of 
the Government; and they shall perform all such reasonable duties, as 
depositories of public money and financial agents of the Government, 
as may be required of them. The Secretary of the Treasury shall re- 
quire the associations thus designated to give satisfactory security, by 
the deposit of United States bonds and otherwi ise, for the safekeeping 
and prompt payment of the public money deposited with them, and for 
the faithful performance of their duties as financial agents of the Gov- 
ernment: Provided, That the Secretary shall, on or before the first of 
January of each year, make a public statement of the securities re- 
quired during that year for such deposits. And every association so 
designated as receiver or depository of the public money shall take and 
receive at par all of the national currency bills, by whatever associa- 
tion issued, which have been paid into the Government for internal 
revenue, or for loans or stocks: Provided, That the Secretary of the 
Treasury shall distribute the deposits herein provided for, as far as 
practicable, equitably between the different States and sections. 

Any national banking association may, upon the deposit with it of 
any funds by any State or political subdivision thereof or any agency 
or other governmental instrumentality of one or more States or politi- 
cal subdivisions thereof, including any officer, employee, or agent there- 
of in his official capacity, g give security for the safekeeping and prompt 
payment of the funds so deposited to the same extent and of the same 
kind as is authorized by the law of the State in which such association 
is located in the case of other banking institutions in the State. (12 
U.S.C. 90) 

Proceeds of sale of Government obligations 
Sec. 8 of Second Liberty Bond Act. That the Secretary of the Treas- 


ury, in his discretion, is hereby authorized to deposit, in such incor- 
porated banks and trust companies as he may designate, the proceeds, 
or any part thereof, arising from the sale of the bonds and certificates 
of indebtedness, Treasury bills and war-savings certificates author- 
ized by this Act, and arising from the payment of internal revenue 
taxes, and such deposits shall bear such rate or rates of interest, and 
shall be secured in such manner, and shall be made upon and subject 
to such terms and conditions as the Secretary of the Treasury may 
from time to time prescribe: Provided, That the provisions of section 
fifty-one hundred and ninety-one of the Revised Statutes, as amended 
by the Federal Reserve Act, and the amendments thereof, with refer- 
ence to the reserves required to be kept by national banking associa- 
tions and other member banks of the Federal Reserve Sy stem, shall 
not apply to deposits of public moneys by the United States in desig- 
nated depositaries. The Secretary of the T reasury is hereby author . 
ized to designate depositaries in foreign countries with which shall 
be deposited all public money which it. may be necessary or desirable 
to have on deposit in such countries to provide for current disburse- 
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ments to the military and naval forces of the United States and to 
the diplomatic and consular and other representatives of the United 
States in and about such countries until six months after the termina- 
tion of the war between the United States and the Imperial German 
Government, and to prescribe the terms and conditions of such de- 
posits. (31 U.S. C. 771) 

Funds of Federal land banks 

Sec. 5 of Federal Farm Loan Act. * * * At least twenty-five per 
centum of that part of the capital of any Federal land bank for which 
stock is outstanding in the name of national farm loan associations 
shall be held in quick assets, and may consist of cash in the vaults 
of said land bank, or in deposits in member banks of the Federal re- 
serve system, or in readily marketable securities which are approved 
under rules and regulations of the Farm Credit Administration: 
Provided, That not less than five per centum of such capital shall be 
invested in United States Government bonds. (12 U.S. C. 697) 

Seo. 13 of Federal Farm Loan Act. That every Federal land bank 
shall have power, subject to the limitations and requirements of this 
Act — 

* * ** * * * * 

Fifth. To deposit its securities, and its current funds subject to 
check, with any member bank of the Federal Reserve System, and to 
receive interest on the same as may be agreed. (12 U. S. C. 781) 


Postal savings funds 

Sec. 8 of Postal Savings Act. Notwithstanding any other provision 
of law, (1) each deposit in a postal savings depository office shall be 
a savings deposit, and interest thereon shall be allowed and entered 
to the credit of the depositor once for each quarter beginning with 
the first day of the month following the date of such deposit, but no 
interest shall be allowed to any such depositor with respect to the 
whole or any part of the funds to his or her credit for any period of 
less than three months; (2) no interest shall be paid on any such de- 
posit at a rate in excess of that which may lawfully be paid on savings 
deposits under regulations prescribed by the Board of Governors of 
the Federal Reserve System pursuant to the Federal Reserve Act, as 
amended, for member banks of the Federal Reserve System located 
in or nearest to the place where such depository office is situated; and 
(3) postal savings depositories may deposit funds on time in member 
banks of the Federal Reserve System subject to the provisions of the 
Federal Reserve Act, as amended, and the regulations of the Board of 
Governors of the Federal Reserve System, with respect to the pay- 
ment of time deposits and interest thereon. * * *. (39 U.S. C. 758) 

Src. 9 of Postal Savings Act that postal savings funds received un- 
der the provisions of this Act shall be deposited in solvent banks, 
whether organized under National or State laws, and whether member 
banks or not of the Federal Reserve System established by the Act 
approved December twenty-third, nineteen hundred and thirteen, 
being subject to National or State supervision and examination, and 
the sums deposited shall bear interest at the rate of not less than 214 
per centum per annum, which rate shall be uniform throughout the 
United States and Territories thereof; but 5 per centum of such funds 
shall be withdrawn by the board of trustees and kept with the Treas- 
urer of the United States, who shall be treasurer of the board of trus- 
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tees, in lawful money as a reserve. The board of trustees shall take 
from such banks such security in public bonds or other securities, 
authorized by Act of Congress or supported by the taxing power, 
as the board may prescribe, approve, and deem sufficient and neces- 
sary to insure the safety and prompt payment of such deposits on 
demand : Provided, That no such security shall be required in case of 
such part of the deposits as are insured under section 12B of the Fed- 
eral Reserve Act, as amended. The funds received at the postal savings 
depository offices in each city, town, village, and other locality shall be 
deposited in banks located therein (substantially in proportion to the 
capital and surplus of each such bank) willing to receive such deposits 
under the terms of this Act and the regulations made by authority 
thereof : Provided, however, If one or more member banks of the Fed- 
eral Reserve System established by the Act approved December twen- 
ty-third, nineteen hundred and thirteen, exists in the city, town, vil- 
lage, or locality where the postal savings deposits are made, such de- 
posits shall be placed in such qualified member banks substantially in 
proportion to the capital and surplus of each such bank, but if such 
member banks fail to qualify to receive such deposits, then any other 
bank located therein may, as hereinbefore provided, qualify and receive 
the same. If no such member bank and no other qualified bank exists 
in any city, town, village, or locality, or if none where such deposits are 
made will receive such deposits on the terms prescribed, then such 
funds shall be deposited under the terms of this Act in the bank most 
convenient to such locality. * * *. (89 U.S. C. 759) 
Deposits of bankrupt estates 

Sec. 61 of Act of July 1, 1898. Depostrortes ror Monry.—The 
judges of several courts of bankruptcy shall designate, by order, bank- 
ing institutions as depositories for the money of estates under this Act, 
as convenient as may be to the residences of receivers and trustees, and 
shall require from each such banking institution a good and sufficient 
bond with surety, to secure the prompt repayment of the deposit. Said 
judges may, in accordance with the provisions of, and the authority 
conferred in section 15 of Title 6, accept the deposit of the securities 
therein designated, in lieu of a surety or sureties upon such bond and 
may, from time to time as occasion may require, by like order increase 
or decrease the number of depositories or the amount of any bond or 
other security or change such depositories: Provided, That no security 
in the form of a bond or otherwise shall be required in the case of such 
part of the deposits as are insured under section 1821 of Title 12, as 
amended: And provided further, That depository banks shall place 
such securities, accepted for deposit in lieu of a surety or sureties upon 
depository bonds, in the custody of Federal Reserve banks or branches 
thereof designated by the judges of the several courts of bankruptcy, 
subject to the orders of such judges. All national banking associations 
designated as depositories, pursuant to the provisions of this section of 
this Act, are authorized to give such security as may be required. All 
pledges of securities heretofore made for the purposes herein named 
are hereby ratified, validated and approved. (11 U.S.C. 101) 
Deposits of Indian funds 

Sec. 1 of act of June 24, 1938. The Secretary of the Interior is hereby 
authorized in his discretion, and under such rules and regulations as 
he may prescribe, to withdraw from the United States Treasury and 





STUDY OF BANKING LAWS 203 


to deposit in banks to be selected by him the common or community 
funds of any Indian tribe which are, or may hereafter be, held in trust 
by the United States and on which the United States is not obligated by 
law to pay interest at higher rates than can be procured from the banks. 
The said Secretary is also authorized, under such rules and regulations 
as he may prescribe, to deposit in banks to be selected by him the 
funds held in trust by the United States for the benefit of individual 
Indians: Provided, That no individual Indian money shall be de 
posited in any bank until the bank shall have agreed to pay interest 
thereon at a reasonable rate, subject, however, to the regulations of 
the Board of Governors of the Federal Reserve System in the case 
of member banks, and of the Board of Directors of the Federal De- 
posit Insurance Corporation in the case of insured nonmember banks, 
except that the payment of interest may be waived in the discretion 
of the Secretary of the Interior on any deposit which is payable on 
demand: Provided further, That no tr ibal or individual Indian money 
shall be deposited in any bank until the bank shall have furnished 
an acceptable bond or pledged collateral security therefor in the form 
of any public-debt obligations of the United States and any bonds, 
notes, or other obligations which are unconditionally guaranteed as 
to both interest and principal by the United States, except that no 
such bond or collateral shall be required to be furnished by any such 
bank which is entitled to the benefits of section 264 of Title 12, with 
respect to any deposits of such tribal or individual funds to the extent 
that such deposits are insured under such section: Provided, however, 
That nothing contained in this section, or in section 264 of Title 12, 


shall operate to deprive any Indian having unrestricted funds on de- 
posit in any such bank of the full protection afforded by section 264 
of Title 12, irrespective of any interest such Indian may have in any 
restricted Indian funds on deposit in the same bank to the credit of 
a disbursing agent of the United States. For the perpen of this 


section and section 264 of Title 12, said unrestricted funds shall con- 
stitute a separate and distinct basis for an insurance claim: Provided 
further, That the Secretary of the Interior, if he deems it advisable 
and for the best interest of the Indians, may invest the trust funds 
of any tribe or individual Indian in any public-debt obligations of 
the United States and in any bonds, notes, or other obligations which 
are unconditionally guaranteed as to both interest and principal by 
the United States: And provided further, That the foregoing shall 
apply to the funds of the Osage Tribe of Indians, and the individual 
ey thereof, only with respect to the deposit of such funds in 
banks. (25 U.S.C. 162 (a)) 


a from Federal Reports Act 

Suc. 3 (e) of Federal Reports Act. For the purposes of this Act, 
the Director is authorized to require any Federal agency to make 
available to any other Federal agency any information which it has 
obtained from any person after ‘the date of enactment of this Act, 
and all such agencies are directed to cooperate to the fullest practicable 
extent at all times in making such information available to other such 
agencies: Provided, That the provisions of this Act shall not apply to 
the obtaining or releasing of information by the Internal Revenue 
Service, the ( ‘omptroller of the Currency, the Bureau of the Public 
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Debt, the Bureau of Accounts, and the Division of Foreign Funds 
Control of the Treasury Department: Provided further, That the pro- 
visions of this Act shall not apply to the obtaining by any Federal 
bank supervisory agency of reports and information from banks as 
provided or authorized by law and in the proper performance of such 
agency’s functions in its supervisory capacity. (5 U.S.C. 139a) 
Emergency restrictions on business 


Sec. 4 of Emergency Banking Act of March 9, 1933. In order to 
provide for the safer and more effective operation of the National 
Banking System and the Federal Reserve System, to preserve for the 
people the full benefits of the currency provided for by the Congress 
through the National Banking System and the Federal Reserve Sys- 
tem, and to relieve interstate commerce of the burdens and obstructions 
resulting from the receipt on an unsound or unsafe basis of deposits 
subject to withdrawal by check, during such emergency period as the 
President of the United States by proclamation may prescribe, no 
member bank of the Federal Reserve System shall transact any bank- 
ing business except to such extent and subject to such regulations, 
limitations and restrictions as may be prescribed by the Secretary 
of the Treasury, with the approval of the President. Any individual, 
partnership, corporation, or association, or any director, officer, or 
employee thereof, violating any of the provisions of this section shall 
be deemed guilty of a misdemeanor and, upon conviction thereof, shall 
be fined not more than $10,000 or, if a natural person, may, in addition 
to such fine, be imprisoned for a term not exceeding ten years. Each 


day that any such violation continues shall be deemed a separate 
offense. (12 U.S.C. 5) 


DEPOSIT INSURANCE 


Insurance of member banks 


Sec. 4 (b) of Federal Deposit Insurance Act. Every national mem- 
ber bank which is authorized to commence or resume the business of 
banking, and which is engaged in the business of receiving deposits 
other than trust funds as herein defined, and every such national non- 
member bank which becomes a member of the Federal Reserve System, 
and every State bank which is converted into a national member bank 
or which becomes a member of the Federal Reserve System, and which 
is engaged in the business of receiving deposits, other than trust funds 
as herein defined, shall be an insured bank from the time it is author- 
ized to commence or resume business or becomes a member of the Fed- 
eral Reserve System. The certificate herein prescribed shall be issued 
to the Corporation by the Comptroller of the Currency in the case of 
such national member bank, or by the Board of Governors of the 
Federal Reserve System in the case of such State member bank: Pro- 
vided, That in the case of an insured bank which is admitted to mem- 
bership in the Federal Reserve System or an insured State bank which 
is converted into a national member bank, such certificate shall not 
be required, and the bank shall continue as an insured bank. Such 
certificate shall state that the bank is authorized to transact the busi- 
ness of banking in the case of a national member bank, or is a member 
of the Federal Reserve System in the case of a State member bank, 
and that consideration has been given to the factors enumerated in 
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section 6. A State bank, resulting from the conversion of an insured 
national bank, shall continue as an insured bank. A State bank, re- 
sulting from the merger or consolidation of insured banks, or from 
the merger or consolidation of a noninsured bank or institution with 
an insured State bank, shall continue as an insured bank. (12 U.S.C. 
1814) 


Factors to be considered 


Sec. 6 of Federal Deposit Insurance Act. The factors to be enu- 
merated in the certificate required under section 4 and to be considered 
by the Board of Directors under section 5 shall be the following: 
The financial history and condition of the bank, the adequacy of its 
capital structure, its future earnings prospects, the general character 
of its management, the convenience and needs of the community to be 
served by the bank, and whether or not its corporate powers are con- 
sistent with the purposes of this Act. (12 U.S.C. 1816) 

Termination of insurance 


Sec. 8 of Federal Deposit Insurance Act. (a) Any insured bank 
(except a national member bank or State member bank) may, upon 
not less than ninety days’ written notice to the Corporation, and to 
the Reconstruction Finance Corporation if it owns or holds as pledgee 
any preferred stock, capital notes, or debentures of such bank, termi- 
nate its status as an insured bank. Whenever the Board of Directors 
shall find that an insured bank or its directors or trustees have con- 
tinued unsafe or unsound practices in conducting the business of such 
bank, or have knowingly or negligently permitted any of its officers 
or agents to violate any provision of any law or regulation to which 
the insured bank is subject, the Board of Directors shall first give 
to the Comptroller of the Currency in the case of a national bank or 
a District bank, to the authority having supervision of the bank in 
the case of a State bank, or to the Board of Governors of the Federal 
Reserve System in the case of a State member bank, a statement with 
respect to such practices or violations for the purpose of securing the 
correction thereof and shall give a copy thereof to the bank. Unless 
such correction shall be made within one hundred and twenty days or 
such shorter period of time as the Comptroller of the Currency, the 
State authority, or Board of Governors of the Federal Reserve Sys- 
tem, as the case may be, shall require, the Board of Directors, if it 
shall determine to proceed further, shall give to the bank not less 
than thirty days’ written notice of intention to terminate the status 
of the bank as an insured bank, and shall fix a time and place for a 
hearing before the Board of Directors or before a person designated by 
it to conduct such hearing, at which evidence may be produced, and 
upon such evidence the Board of Directors shall make written findings 
which shall be conclusive. Unless the bank shall appear at the hearing 
by a duly authorized representative, it shall be deemed to have con- 
sented to the termination of its status as an insured bank. If the 
Board of Directors shall find that any unsafe or unsound practice or 
violation specified in such notice has been established and has not been 
corrected within the time above prescribed in which to make such 
corrections, the Board of Directors may order that the insured status 
of the bank be terminated on a date subsequent to such finding and 
to the expiration of the time specified in such notice of intention. The 
Corporation may publish notice of such termination and the bank 
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shall give notice of such termination to each of its depositors at his 
last address of record on the books of the bank, in such manner and at 
such time as the Board of Directors may find to be necessary and may 
order for the protection of depositors. After the termination of the 
insured status of any bank under the provisions of this subsection, the 
insured deposits of each depositor in the bank on the date of such 
termination, less all subsequent withdrawals from any deposits of such 
depositor, shall continue for a period of two years to be insured, and 
the bank shall continue to pay to the Corporation assessments as in 
the case of an insured bank during such period. No additions to any 
such deposits and no new deposits in such bank made after the date 
of such termination shall be insured by the Corporation, and the bank 
shall not advertise or hold itself out as having insured deposits unless 
in the same connection it shall also state with equal prominence that 
such additions to deposits and new deposits made after such date are 
not so insured. Such bank shall, in all other respects, be subject to 
the duties and obligations of an insured bank for the period of two 
year? from the date of such termination, and in the event that such 
bank shall be closed on account of inability to meet the demands of 
its depositors within such period of two years, the Corporation shall 
have the same powers and rights with respect to such bank as in case of 
an insured bank. 

(b) Whenever the insured status of a State member bank shall be 
terminated by action of the Board of Directors, the Board of Gov- 
ernors of the Federal Reserve System shall terminate its membership 
in the Federal Reserve System in accordance with the provisions of 
section 9 of the Federal Reserve Act, and whenever the insured status 
of a national member bank shall be so terminated the Comptroller of 
the Currency shall appoint a receiver for the bank, which shall be 
the Corporation. Except as provided in subsection (b) of section 4, 
whenever a member bank shall cease to be a member of the Federal 
Reserve System, its status as an insured bank shall, without notice 
or other action by the board of directors, terminate on the date the 
bank shall cease to be a member of the Federal Reserve System, with 
like effect as if its insured status had been terminated on said date 
by the board of directors after proceedings under subsection (a) of 
thissection. (12 U.S.C. 1818) 


Examination of member banks 


Sec. 10 (b) of Federal Deposit Insurance Act. The Board of Di- 
rectors shall appoint examiners who shall have power, on behalf of 
the Corporation, to examine any insured State nonmember bank (ex- 
cept a District bank), and State nonmember bank making application 
to become an insured bank, and any closed insured bank, whenever in 
the judgment of the Board of Directors an examination of the bank 
is necessary. In addition to the examinations provided for in the 
preceding sentence, such examiners shall have like power to make 
special examination of any State member bank and any national bank 
or District bank, whenever in the judgment of the Board of Directors 
such special examination is necessary to determine the condition of 
any such bank for insurance purposes. Each such examiner shall have 
power to make a thorough examination of all the affairs-of the bank 
and in doing so he shall have power to administer oaths and to examine 
and take and preserve the testimony of any of the officers and agents 
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thereof, and shall make a full and detailed report of the condition 
of the bank to the Corporation. The Board of Directors in like man- 
ner shall appoint claim agents who shall have power to investigate 
= examine all claims for insured deposits and transferred deposits. 
Each claim agent shall have power to administer oaths and to examine 
under oath and take and preserve the testimony of any persons relating 
tosuchelaims. (12 U.S.C. 1820 (b) ) 
Mergers and consolidations 

Sec. 18 (c) of Federal Deposit Insurance Act. Without prior writ- 
ten consent by the Corporation, no insured bank shall (1) merge or 
consolidate with any noninsured bank or institution or convert into a 
ioninsured bank or institution or (2) assume liability to pay any de- 
posits made in, or on similar liabilities of, any noninsured bank or 
institution or (3) transfer assets to any noninsured bank or institution 
in consideration of the assumption of liabilities for any portion of the 
deposits made in such insured bank. No insured bank shall convert 
into an insured State bank if its capital stock, or its surplus will be 
less than the capital stock or surplus, respectively, of the converting 
bank at the time of the shareholders’ meeting approving such conver- 
sion, without prior written consent by the C ‘omptroller of the Currene y 
if the resulting bank is to be a District bank, or by the Board-of Gov- 
ernors of the Federal Reserve System if the resulting bank is to be a 
State member bank (except a District bank), or by the Corporation if 
the resulting bank is to be a State nonmember insured bank (except a 
District bank). No insured bank shall (i) merge or consolidate with 
an insured State bank under the charter of a State bank or (ii) assume 
liability to pay any deposits made in another insured bank, if the 
capital stock or surplus of the resulting or assuming bank will be less 
than the aggregate capital stock or aggregate sur plus, respectively, of 
all the merging or consolidating banks or of all the parties to the as- 
sumption of liabiliti ies, at the time of the shareholders’ meet ings which 
authorized the merger or consolidation or at the time of the assumption 
of liabilities, unless the C omptroller of the Currency shall give prior 
written consent if the assuming bank is to be a national bank or the 
assuming or resulting bank is to be a District bank; or unless the Board 
of Governors of the ‘Federal Reserve System gives prior written con- 
sent if the assuming or resulting bank is to be a State member bank 
(except a District bank) ; or unless the Cor poration gives prior written 
consent if the assuming or resulting bank is to be a nonmember insured 
bank (except a District bank). No insured State nonmember bank 
(except a District bank) shall, without the prior consent of the Cor- 
por ation, reduce the amount or retire any part of its common or pre- 
fe rred capit: al stock, or retire any part of its e: ipital notes or debentures. 
(12 U.S. C. 1828 (c) ) 


Interest on deposits 


Sec. 18 (g) of Federal Deposit Insurance Act. The Board of Di- 
rectors shall by regulation prohibit the payment of interest on demand 
deposits in insured nonmember banks, and for such purpose it may 
define the term “demand deposits”; but such exceptions from this pro- 
hibition shall be made as are now or may hereafter be prescribed with 

respect to deposits payable on demand in member banks by section 19 
of the Federal Reserve Act, as amended, or by regulation of the Board 
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of Governors of the Federal Reserve System. The Board of Directors 
shall from time to time limit by regulation the rates of interest or divi- 
dends which may be paid by insured nonmember banks on time and 
savings deposits, but such regulations shall be consistent with the con- 
tractual obligations of such banks to their depositors. For the pur- 
pose of fixing such rates of interest or dividends, the Board of Direc- 
tors shall by regulation prescribe different rates for such payment on 
time and savings deposits having different maturities, or subject to 
different conditions respecting withdrawal or repayment, or subject 
to different conditions by reasons of different locations, or according to 
the varying discount rates of member banks in the several Federal Re- 
serve districts. The Board of Directors shall by regulation define 
what constitutes time and savings deposits in an insured nonmember 
bank. Such regulations shall prohibit any insured nonmember bank 
from paying any time deposit before its maturity except upon such 
conditions and in accordance with such rules and regulations as may be 
prescribed by the Board of Directors, and from waiving any require- 
ment of notice before payment of any savings deposit except as to all 
savings deposits having the same requirement. For each violation of 
any provision of this subsection or any lawful provision of such regu- 
lations relating to the payment of interest or dividends on deposits 
or to withdrawal of deposits, the offending bank shall be subject to a 
penalty of not more than $100, which the Corporation may recover for 
itsuse. (12 U.S.C. 1828 (g)) 


CLAYTON ANTITRUST ACT 


Acquisitions of stock 


Sec. 7 of the Clayton Antitrust Act. That no corporation engaged 
in commerce shall acquire, directly or indirectly, the whole or any 
part of the stock or other share capital and no corporation subject to 
the jurisdiction of the Federal Trade Commission shall acquire the 
whole or any part of the assets of another corporation engaged also 
in commerce, where in any line of commerce in any section of the 
country, the effect of such acquisition may be substantially to lessen 
competition, or to tend to create a monopoly. 

No corporation shall acquire, directly or indirectly, the whole or 
any part of the stock or other share capital and no corporation 
subject to the jurisdiction of the Federal Trade Commission shall ac- 
quire the whole or any part of the assets of one or more corporations 
engaged in commerce, where in any line of commerce in any section 
of the country, the effect of such acquisition, of such stocks or assets, 
or of the use of such stock by the voting or granting of proxies or 
otherwise, may be substantially to lessen competition, or to tend to 
create a monopoly. 

This section shall not apply to corporations purchasing such stock 
solely for investment and not using the same by voting or otherwise 
to bring about, or in attempting to bring about, the substantial lessen- 
ing of competition. Nor shall anything contained in this section 
prevent a corporation engaged in commerce from causing the forma- 
tion of subsidiary corporations for the actual carrying on of their 
immediate lawful business, or the natural and legitimate branches or 
extensions thereof, or from owning and holding all or a part of the 
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stock of such subsidiary corporations, when the effect of such forma- 
tion is not to substantially lessen competition. 

Nor shall anything herein contained be construed to prohibit any 
common carrier subject to the laws to regulate commerce from aiding 
in the construction of branches or short lines so located as to become 
feeders to the main line of the company so aiding in such construction 
or from acquiring or owning all or any part of the stock of such branch 
lines, nor to prevent any such common carrier from acquiring and 
owning all or any part of the stock of a branch or short line con- 
structed by an independent company where there is no substantial 
competition between the company owing the branch line so con- 
structed and the company owning the main line acquiring the property 
or an interest therein, nor to prevent such common carrier from extend- 
ing any of its lines through the medium of the acqusition of stock 
or otherwise of any other common carrier where there is no substantial 
competition between the company extending its lines and the company 
whose stock, property, or an interest therein is so acquired. 

Nothing contained in this section shall be held to affect or impair 
any right heretofore legally acquired: Provided, That nothing in this 
section shall be held or construed to authorize or make lawful any- 
thing heretofore prohibited or made illegal by the antitrust laws, nor 
to exempt any person from the penal provisions thereof or the civil 
remedies therein provided. 

Nothing contained in this section shall apply to transactions duly 
consummated pursuant to authority given by the Civil Aeronautics 
Board, Federal Communications Commission, Federal Power Com- 
mission, Interstate Commerce Commission, the Securities and Ex- 
change Commission in the exercise of its jurisdiction under section 
10 of the Public Utility Holding Company Act of 1935, the United 
States Maritime Commission, or the Secretary of Agriculture under 
any statutory provision vesting such power in such Commission, Sec- 
retary, or Board. (15 U.S.C. 18) 

Interlocking directorates 

Sec. 8 of the Clayton Antitrust Act. No private banker or director, 
officer, or employee of any member bank of the Federal Reserve Sys- 
tem or any branch thereof shall be at the same time a director, officer, 
or employee of any other bank, banking association, savings bank, 
or trust company organized under the National Bank Act or organized 
under the laws of any State or of the District of Columbia, or any 
branch thereof, except that the Board of Governors of the Federal 
Reserve System may by regulation permit such service as a director, 
officer, or employee of not more than one other such institution or 
branch thereof; but the foregoing prohibition shall not apply in the 
‘ase of any one or more of the following or any branch thereof: 

(1) A bank, banking association, savings bank, or trust company, 
more than 90 per centum of the stock of which is owned directly or 
indirectly by the United States or by any corporation of which the 
United States directly or indirectly owns more than 90 per centum 
of the stock. 

(2) A bank, banking association, savings bank, or trust company 
which has been placed formally in liquidation or which is in the hands 
of a receiver, conservator, or other official exercising similar functions. 
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(3) A corporation, principally engaged in international or foreign 
banking or banking in a dependency or insular possession of the United 
States which has entered into an agreement with the Board of Gov- 
ernors of the Federal Reserve System pursuant to section 25 of the 
Federal Reserve Act. 

(4) A bank, banking association, savings bank, or trust company, 
more than 50 per centum of the common stock of which is owned 
directly or indirectly by persons who own directly or indirectly more 
than 50 per centum of the common stock of such member bank. 

(5) A bank, banking association, savings bank, or trust company not 
located and having no branch in the same city, town, or village as that 
in which such member bank or any branch thereof is ‘located, ¢ or in any 
city, town, or village contiguous or adjacent thereto. 

(6) A bank, banking association, savings bank, or trust company not 
engaged in a class or “classes of business in which such member bank 
is engaged. 

(7) A mutual savings bank having no capital stock. 

Until February 1, 1939, nothing in this section shall prohibit any di- 
rector, officer, or employee of any member bank of the Federal Reserve 

System, or any branch thereof, who is lawfully serving at the same time 
as a private banker or as a director, officer, or employee of any other 
bank, banking association, savings bank, or trust company, or any 
branch thereof, on the date of enactment of the Banking Act of 1935, 
from continuing such service. 

The Board of Governors of the Federal Reserve System is author- 
ized and directed to enforce compliance with this section, and to 
prescribe such rules and regulations as it deems necessary for that 
purpose. 

* * * ** * * * 

When any person elected or chosen as director or officer or selected 
as an employee of any bank or other corporation subject to the pro- 
visions of this Act is eligible at the time of his election or selection to act 
for such bank or other corporation in such capacity his eligibility to act 
in such capacity shall not be affected and he shall not become or be 
deemed amenable to any of the provisions hereof by reason of any 
change in the affairs of such bank or other corporation from whatso- 
ever cause, whether specifically excepted by any of the provisions 
hereof or not, until the expiration of one year from the date of his 


election or employment. (15 U.S.C. 19) 
Enforcement 
Src. 11 of the Clayton Antitrust Act. That authority to enforce 


9) 


compliance with sections 2, 3, 7, and 8 of this Act by the persons respec- 
tively subject thereto is hereby vested in the Interstate Commerce 
Commission where applicable to common carriers subject to the Inter- 
state Commerce Act, as amended; in the Federal Communications 
Commission where applicable to common carriers engaged in wire or 
radio communication or radio transmission of energy ; in the Civil 
Aeronautics Board where applicable to air carriers “and foreign air 
carriers subject to the Civil Aeronautics Act of 1938; in the F ‘ederal 
Reserve Board where applicable to banks, banking associations, and 
trust companies; and in the Federal Trade Commission where appli- 
cable to all other character of commerce to be exercised as follows: 
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Whenever the Commission or Board vested with jurisdiction thereof 
shall have reason to believe that any person is violating or has violated 
any of the provisions of sections 2 , 3, 7, and 8 of this Act, it shall issue 
and serve upon such person and the Attorney General a complaint 
stating its charges in that respect, and containing a notice of a hearing 
upon a day and at a place therein fixed at least thirty days after the 
service of said complaint. The person so complained of shall have 
the right to appear at the place and time so fixed and show cause why 
an order should not be entered by the Commission or Board requir- 
ing such person to cease and desist from the violation of the law so 
charged in said complaint. The Attorney General shall have the right 
to intervene and appear in said proceeding and any person may make 
application, and upon good cause shown may be allowed by the Com- 
mission or Board, to intervene and appear in said proceeding by 
counsel or in person. The testimony in any such proceeding shall be 
reduced to writing and filed in the office of the Commission or Board. 
If upon such hearing the Commission or Board, as the case may be, 
shall be of the opinion that any of the provisions of said sections have 
been or are being violated, it shall make a report in writing, in which 
it shall state it findings as to the facts, and shall issue and cause to be 
served on such person an order requiring such person to cease and 
desist from such violations, and divest itself of the stock, or other share 
capital, or assets, held or rid itself of the directors chosen contrary to 
the provisions of sections 7 and 8 of this Act, if any there be, in the 
manner and within the time fixed by said order. Until a transcript of 
the record in such hearing shall have been filed in a United States court 
of appeals, as hereinafter provided, the Commission or Board may at 
any time, upon such notice, and in such manner as it shall deem 
proper, modify or set aside, in whole or in part, any report or any 
order made or issued by it under this section. 

If such person fails or neglects to obey such order of the Commis- 
sion or Board while the same is in effect, the Commission or Board 
may apply to the United States court of appeals, within any circuit 
where the violation complained of was or is being committed or where 
such person resides or carries on business, for the enforcement of its 
order, and shall certify and file with its application a transcript of 
the entire record in the proceeding, including all the testimony taken 
and the report and order of the Commission or Board. Upon such 
filing of the application and transcript the court shall cause notice 
thereof to be served upon such person, and thereupon shall have 
jurisdiction of the proceeding and of the question determined therein, 
and shall have power to make and enter upon the pleadings, testimony, 
and proceedings set forth in such transcript a decree affirming, modi- 
fying, or setting aside the order of the Commission or Board. The 
findings of the Commission or Board as to the facts, if supported by 
substantial evidence, shall be conclusive. If either party shall apply 
to the court for leave to adduce additional evidence, and shall show to 
the satisfaction of the court that such additional evidence is material 
and that there were reasonable grounds for the failure to adduce 
such evidence in the proceeding before the Commission or Board, the 
court may order such additional evidence to be taken before the 
Commission or Board and to be adduced upon the hearing in such 
manner and upon such terms and conditions as to the court may seem 
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proper. The Commission or Board may modify its findings as to the 
facts, or make new findings, by reason of the additional evidence so 
taken, and it shall file such modified or new findings, which, if sup- 
ported by substantial evidence, shall be conclusive, and its recom- 
mendations, if any, for the modification or setting aside of its original 
order, with the return of such additional evidence. The judgment 
and decree of the court shall be final, except that the same shall be 
subject to review by the Supreme Court upon certiorari as provided in 
section 1254 of title 28, United States Code. 

Any party required by such order of the Commission or Board 
to cease and desist from a violation charged may obtain a review of 
such order in said United States court of appeals by filing in the court 
a written petition praying that the order of the Commission or Board 
be set aside. A copy of such petition shall be forthwith served upon 
the Commission or Board, and thereupon the Commission or Board 
forthwith shall certify and file in the court a transcript of the record 
as hereinbefore provided. Upon the filing of the transcript the court 
shall have the same jurisdiction to affirm, set aside, or modify the 
order of the Commission or Board as in the case of an application by 
the Commission or Board for the enforcement of its order, and the 
findings of the Commission or Board as to the facts, if supported 
by substantial evidence, shall in like manner be conclusive. 

The jurisdiction of the United States court of appeals to enforce, 
set aside, or modify orders of the Commission or Board shall be 
exclusive. 

Such proceedings in the United States court of appeals shall be 
given precedence over cases pending therein, and shall be in every 
way expedited. No order of the Commission or Board or the judg- 
ment of the court to enforce the same shall in anywise relieve or 
absolve any person from any liability under the antitrust Acts. 

Complaints, orders, and other processes of the Commission or Board 
under this section may be served by anyone duly authorized by the 
Commission or Board, either (a) by delivering a copy thereof to the 
persons to be served, or to a member of the partnership to be served, 
or to the president, secretary, or other executive officer or a director of 
the corporation to be served; or (b) by leaving a copy thereof at the 
principal office or place of business of such person; or (c) by register- 
ing and mailing a copy thereof addressed to such person at his princi- 

pal office or place of business. The verified return by the person so 
serving said complaint, order, or other process setting forth the man- 
ner of said service shall be proof of the same, and the return post-office 
receipt for said complaint, order, or other process registered and 
mailed as aforesaid shall be proof of the service of the same. (15 
U.S. C.21) 
Powers of Attorney General 


Sec. 15 of the Clayton Antitrust Act. The several district courts of 
the United States are invested with jurisdiction to prevent and restrain 
violations of this Act, and it shall be the duty of the several district 
attorneys of the United States, in their respective districts, under the 
direction of the Attorney General, to institute proceedings in equity 
to prevent and restrain such violations. Such proceedings may be by 
way of petition setting forth the case and praying that such violation 
shall be enjoyed or otherwise prohibited. When the parties com- 
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plained of shall have been duly notified of such petition, the court 
shall proceed, as soon as may be, to the hearing and determination of 
the case; and pending such petition, and before final decree, the court 
may at any time make such temporary restraining order or prohibition 
as shall be deemed just in the premises. Whenever it shall appear to 
the court before which any proceeding may be pending that the ends 
of justice require that other parties should be brought before the 
court, the court may cause them to be summoned whether they reside 
in the district in which the court is held or not, and subpoenas to 
that end may be served in any district by the marshal thereof. (15 
U.S.C. 25) 
BANK HOLDING COMPANY ACT OF 1956 

Definitions 

Sec. 2 of Bank Holding Company Act (a) “Bank holding company” 
means any company (1) which directly or indirectly owns, controls, or 
holds with power to vote, 25 per centum or more of the voting shares 
of each of two or more banks or of a company which is or becomes 
a bank holding company by virtue of this Act, or (2) which controls 
in any manner the election of a majority of the directors of each of 
two or more banks, or (3) for the benefit of whose shareholders or 
members 25 per centum or more of the voting shares of each of two 
or more banks or a bank holding company is held by trustees; and for 
the purposes of this Act, any successor to any such company shall be 
deemed to be a bank holding company from the date as of which such 
predecessor company became a bank holding company. Notwith- 
standing the foregoing (A) no bank shall be a bank holding company 
by virtue of its ownership or control of shares in a fiduciary capacity, 
except where such shares are held for the benefit of the shareholders 
of such bank, (B) no company shall be a bank holding company which 
is registered under the Investment Company Act of 1940, and was so 
registered prior to May 15, 1955 (or which is affiliated with any such 
company in such manner as to constitute an affiliated company within 
the meaning of such Act), unless such company (or such affiliated 
company), as the case may be, directly owns 25 per centum or more 
of the voting shares of each of two or more banks, (C) no company 
shall be a bank holding company by virtue of its ownership or con- 
trol of shares acquired by it in connection with its underwriting of 
securities and which are held only for such period of time as will 
permit the sale thereof upon a reasonable basis, (D) no company 
formed for the sole purpose of participating in a proxy solicitation 
shall be a bank holding company by virtue of its control of voting 
rights of shares acquired in the course of such solicitation, and (FE) 
no company shall be a bank holding company if at least 80 per 
centum of its total assets are composed of holdings in the field of 
agriculture. 

(b) “Company” means any corporation, business trust, association, 
or similar organization, but shall not include (1) any corporation 
the majority of the shares of which are owned by the United States 
or by any State, or (2) any corporation or community chest, fund, 
or foundation, organized and operated exclusively for religious, 
charitable, or educational purposes, no part of the net earnings of 
which inures to the benefit of any private shareholder or individual, 
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and no substantial part of the activities of which is carrying on prop- 
aganda, or otherwise attempting to influence legislation, or (3) any 
partnership. 

(c) “Bank” means any national banking association or any State 
bank, savings bank, or trust company, but shall not include any 
organization operating under section 25 (a) of the Federal Reserve 
Act, or any organization which does not do business within the United 
States. “State member bank” means any State bank which is a mem- 
ber of the Federal Reserve System. “District bank” means any State 
bank organized or operating under the Code of Law for the District 
of Columbia. 

(d) “Subsidiary” with respect to a specified bank holding com- 
pany, means (1) any company 25 per centum or more of whose" voting 
shares (excluding shares owned by the United States or by any com- 
pany wholly owned by the United States) is owned or controlled by 
such bank holding company; or (2) any company the election of a 
majority of whose directors is controlled in any manner by such bank 
holding company; or (3) any company 25 per centum of more of whose 
voting shares are held by trustees for the benefit of the shareholders 
or-members of such bank holding company. 

(e) The term “successor” shall include any company which acquires 
directly or indirectly from a bank holding company shares of any 
bank, when and if the relationship between such company and the 
bank holding company is such that the transaction effects no substan- 
tial change in the control of the bank or beneficial ownership of such 
shares of such bank. The Board may, by regulation, further define 
the term “successor” to the extent necessary to prevent evasion of the 
purposes of this Act. 

(f) “Board” means the Board of Governors of the Federal Reserve 
System. 

(g) “Agriculture,” as used in section 2 (a), includes farming in 
all its branches including fruitgrowing, dairying, the raising of live- 
stock, bees, fur-bearing “animals, or poultry, forestry or lumbering 
operations, and the production of naval stores, and operations directly 
related thereto. (12 U.S. C. 1841.) 


Acquisition of bank shares or assets 


Sec. 3 of Bank Holding Company Act. (a) It shall be unlawful 
except with the prior approval of the Board (1) for any action to be 
taken which results in a company becoming a bank holding company 
under section 2 (a) of this Act; (2) for any bank holding company to 
acquire direct or indirect owner hip or control of any voting shares of 
any bank if, after such acquisition, such company will directly or 
indirectly own or control more than 5 per centum of the voting shares 
of such bank; (3) for any bank holding company or subsidiary thereof, 
other than a bank, to acquire all or substantially all of the assets of a 
bank; or (4) for any bank holding company to merge or consolidate 
with any other bank holding company. Notwithstanding the fore- 
going this prohibition shall not apply to (A) shares acquired by 
a bank, (i) in good faith in a fiduciary capacity, except where such 
shares are held for the benefit of the shar eholders of such bank, or 
(ii) in the regular course of securing or collecting a debt previously 
contracted in “good faith, but any shares acquired after the date of 
enactment of this Act in securing or collecting any such previously 
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contracted debt shall be disposed of within a period of two years 
from the date on which they were acquired; or (B) additional shares 
acquired by a bank holding company in a bank in which such bank 
holding company owned or “controlled a majority of the voting shares 
prior to such acquisition. 

(b) Upon receiving from a company any application for approval 
under this section, the Board shall give notice to the Comptroller 
of the Currency, if the applicant company or any bank the voting 
shares or assets of which are sought to be acquired is a national 
banking association or a District bank, or to the appropriate super- 
visor authority of the interested State, if the applicant company or 
any bank the voting shares or assets of which are sought to be ac- 
quired is a State bank, and shall allow thirty days within which the 
views and recommendaitons of the Comptroller of the Currency 

r the State supervisory authority, as the case may be, may be sub- 
mitted If the Comptroller of the Currency or the State supervisory 
authority so notifed by the Board disapproves the application in 
writing within said thirty days, the Board shall forthwith give 
written notice of that fact to the applicant. Within three days 
after giving such notice to the applicant, the Board shall notify in 
writing the applicant and the disapproving authority of the date 
for commencement of a hearing by it on such application. Any 
such hearing shall be commenced not less than ten nor more than 
thirty days after the Board has given written notice to the applicant 
of the action of the disapproving authority. The length of any 
such hearing shall be determined by the Board, but it shall afford 
all interested parties a reasonable opportunity to testify at such 
hearing. At the conclusion thereof, the Board shall by order grant or 
deny the application on the basis of the record made at such hearing. 

(c) In determining whether or not to approve any acquisition or 
merger or consolidation under this section, the Board shall take into 
consideration the followi ing factors: (1) the financial history and con- 
dition of the company or companies and the banks concerned ; (2) their 
prospects; (3) the character of their management; (4) the con- 
venience, needs, and welfare of the communities and the area con- 
cerned ; and (5) whether or not the effect of such acquisition or merger 
or consolidation would be to expand the size or extent of the bank 
holding company system involved beyond limits consistent with ade- 
quate and sound banking, the public interest, and the preservation of 
competition in the field of banking. 

(d) Notwithstanding any other provision of this section, no appli- 
cation shall be approved under this section which will permit any 
bank holding company or any subsidiary thereof to acquire, directly 
or indirectly, any voting shares of, interest in, or all or substantially 
all of the assets of any “additional bank located outside of the State 
in which such bank holding company maintains its principal office 
and place of business or in which it conducts its principal operations 
unless the acquisition of such shares or assets of a State bank by an 
out-of-State bank holding company is specifically authorized by the 
statute laws of the State in which such bank is located, by language 
to that effect and not merely by implication. (12 U.S. C. 1842) 


Interest in nonbanking organizations 


Sec. 4 of Bank Holding Company Act. (a) Except as otherwise 
provided in this Act, no bank holding company shall— 
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(1) after the date of enactment of this Act acquire direct or 
indirect ownership or control of any voting shares of any com- 
pany which is not a bank, or 

(2) after two years from the date of enactment of this Act or 
from the date as of which it becomes a bank ownership or contro] 
of any voting shares of any company which is not a bank or a bank 
holding company or engage in any business other than that of 
banking or of managing or controlling banks or of furnishing 
services to or performing services for any bank of which it owns 
or controls 25 per centum or more of the voting shares. 

The Board is authorized, upon application by a bank holding company, 
to extend the period referred to in paragraph (2) above from time 
to time as to such bank holding company for not more than one year 
at a time if, in its judgment, such an extension would not be detri- 
mental to the public interest, but no such extensions shall extend 
beyond a date five years after the date of enactment of this Act or five 
years after the date as of which a company becomes a bank holding 
company, whichever is later. 

(b) After two years from the date of enactment of this Act, no cer- 
tificate evidencing shares of any bank holding company shall bear any 
statement purporting to represent shares of any other company except 
a bank or a bank holding company, nor shall the ownership, sale, or 
transfer of shares of any bank holding company be conditioned in any 
manner whatsoever upon the ownership, sale, or transfer of shares of 
any other company except a bank or a bank holding company. 

(c) The prohibitions in this section shall not apply— 

(1) to shares owned or acquired by a bank holding company in 
any company engaged solely in holding or operating properties 
used wholly or substantially by any bank with respect to which it is 
a bank holding company in its operations or acquired for such fu- 
ture use or engaged solely in conducting a safe deposit business or 
solely in-the business of furnishing services to or performing serv- 
ices for such holding company and banks with respect to which it is 
a bank holding company, or in liquidating assets acquired from 
such bank holding company and such banks; 

(2) to shares acquired by a bank holding company which is a 
bank, or by any banking subsidiary of a bank holding company, in 
satisfaction of a debt previously contracted in good faith, but such 
bank holding company or such subsidiaries shall dispose of such 
shares within a period of two years from the date on which they 
were acquired or from the date of enactment of this Act, which- 
ever is later; 

(3) to shares acquired by a bank holding company from any of 
its subsidiaries which subsidiary has been requiseted to dispose of 
such shares by any Federal or State authority having statutory 
power to examine such subsidiary, but such bank holding company 
shall dispose of such shares within a period of two years from the 
date on which they were acquired or from the date of enactment of 
this Act, whichever is later; 

(4) to shares which are held or acquired by a bank holding 
company which is a bank or by any banking subsidiary of a bank 
holding company, in. good faith in a fiduciary capacity, except 
where such shares are held for the benefit of the shareholders 

of such bank holding company or any of its subsidiaries, or to 
































STUDY OF BANKING LAWS 217 


shares which are of the kinds and amounts eligible for investment 
by National banking associations under the provisions of section 
5136 of the Revised Statutes, or to shares law fully acquired and 
owned prior to the date of enactment of this Act by a bank which 
is a bank holding company, or by any of its wholly owned sub- 
sidiaries ; 

(5) to shares of any company which are held or acquired by 
a bank holding company which do not include more than 5 per 
centum of the outstanding voting securities of such company, and 
do not have a value gr eater than 5 per centum of the value of the 
total assets of the bank holding company, or to the ownership 
by a bank holding company of shares, securities, or obligations of 
an investment company which is not a bank holding | company 
and which is not engaged in any business other than investing 
in securities, which securities do not include more than 5 per 
centum of the outstanding voting securities of any company and 
do not include any single : asset having a value greater than 5 per 
centum of the value of the total assets of the bank holding com- 
pany; 

(6) to shares of any company all the activities of which are of 
a financial, fiduciary, or insurance nature and which the Board 
after due notice and hearing, and on the basis of the record made 
at such hearing, by order has determined to be so closely related 
to the business of banking or of managing or controlling banks 
as to be a proper incident thereto and as to make it unnecessary 
for the prohibitions of this section to apply in order to carry out 
the purposes of this Act; 

(7) toany bank holding company which is a labor, agricultural, 
or horticultural organization and which is exempt from taxation 
under section 501 of the Internal Revenue Code of 1954; or 

(8) to shares held or acquired by a bank holding company in 
any company which is organized under the laws of a foreign 
country and which is engaged principally in the banking business 
outside the United States. (12 U.S. C. 1843) 


Administration 

Sec. 5. of Bank Holding Company Act. (a) Within one hundred 
and eighty days after the date of enactment of this Act, or within one 
hundred and eighty days after becoming a bank holding company, 
whichever is later, each bank holding company shall register with the 

Board on forms prescribed by the ‘Board, which shall include such 
information with respect to the financial condition and operations, 
management, and intercompany relationships of the bank holding com- 
pany and its ‘subsidiari ies, and related matters, as the Board may deem 
hecessary or appropriate to carry out the purposes of this Act. The 
Board may, in its discretion, extend the time within which a bank 
holding company shall register and file the requisite information. 

(b) The Board is authorized to issue such regulations and orders as 
may be necessary to enable it to administer and ¢ carry out the purposes 
of this Act and prevent evasions thereof. 

(c) The Board from time to time may require reports under oath 
to keep it informed as to whether the provisions of this Act and such 
regulations and orders issued thereunder have been complied with; 
and the Board may make examinations of each bank holding company 
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and each subsidiary thereof, the cost of which shall be assessed against, 

and paid by, such holding company. The Board shall, as far as pos- 
sible, use the reports of examinations made by the Comptroller of the 
Currency, the Federal Deposit Insurance C orporation, or the appro- 
priate State bank supervisory authority for the purposes of this 
section. 

(d) Before the expiration of two years following the date of enact- 
ment of this Act, and each year thereafter in the Board’s annual 
report to the Congress, the Board shall report to the Congress the 
results of the administration of this Act, st: iting what, if any, sub- 
stantial difficulties have been encountered in carrying out the purposes 
of this Act, and any recommendations as to changes in the law which 
in the opinion of the Board would be desirable. (12 U.S. C. 1844) 


Borrowing by bank holding company or its subsidiaries 

Sec. 6 of Bank Holding Company Act. (a) From and after the 
date of enactment of this Act, it shall be unlawful for a bank— 

(1) to invest any of 1 its funds in the capital stock, bonds, deben- 
tures, or other obligations of a bank holding company of which 
it is a subsidiary, or of any other subsidiary of such bank holding 
company ; 

(2) to accept the capital stock, bonds, debentures, or other obli- 
gations of a bank holding company of which it is a subsidiary or 
any other subsidiary of such bank holding company, as collateral 
security for advances made to any person or company: Provided, 
however, That any bank may accept such capital stock, bonds, 
debentures, or other obligations as security for debts previously 
contracted, but such collateral shall not be held for a period of 
over two years; 

(3) to purchase securities, other assets or obligations under 
repurchase agreement from a bank holding company of which 
it isa subsidis ary or any other subsidiary of such bank holding 
company; and 

(4) to make any loan, discount or extension of credit to a bank 
holding company of which it is a subsidiary or to any other 
subsidiary of such bank holding company. 

Non-interest-bearing deposits to the credit of a bank shall not be 
deemed to be a loan or advance to the bank of deposit, nor shall the 
giving of immediate credit to a bank wpon uncollected items received 
in the ordinary course of business be deemed to be a loan or advance 
to the depositing bank. 

(b) The provisions of this section shall not apply (1) to the capital 
stock, bonds, debentures, or other coy peveyunbe any company described 
in section 4 (c) (1) of this Act, or (‘ 2) to any company whose subsid- 
iary status has arisen out of a "sail fide debt to the bank contracted 
prior to the date of the creation of such status, or (3) to any company 
whose subsidiary status exists by reason of the me nership or control 
of voting shares thereof by the bank as executor, administrator, trus- 
tee, receiver, agent, or depositary, or in any other fiduci: ry capacity, 
except where such shares are held for the iP nefit of all or a majority 
of the stockholders of such bank. (12 U.S. C. 1845) 


Reservation of rights to States 


Sec. 7 of Bank Holding C ompany Act. The enactment by the 
Gonnieal of the Bank Holding Company Act of 1956 shall not be 
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construed as preventing any State from exercising such powers and 
jurisdiction which it now has or may hereafter have with mapas - 
banks, bank holding companies, and subsidiaries thereof. (12 U. 
1546) 
Penalties 

Sec. 8 of Bank Holding Company Act. Any company which will- 
fully violates any provision of this Act, or any regulation or order 
issued by the Board pursuant thereto, shall upon conviction be fined 
not more than $1,000 for each day during which the violation con- 
tinues. Any individual who willfully participates in a violation of 
any provision of this Act shall upon conviction be fined not more 
than $10,000 or imprisoned not more than one year, or both. Every 
oflicer, director, agent, and employee of a bank holding company shall 
be subject to the same penalties for false entries in any book, report, 
or statement of such bank holding company as are applicable to officers, 
directors, agents, and employees of member banks for false entries 
in any books, reports, or statements of member banks under section 
1005 of title 18, United States Code. (12 U.S. C. 1847) 
Judicial review 

Sec. 9 of Bank Holding Company Act. Any party aggrieved by an 
order of the Board under this Act may obtain a review of such order 
in the United States Court of Appeals within any circuit wherein 
such party has its principal place of business, or in the Court of 
Appeals in the District of Columbia, by filing in the court, within 
sixty days after the entry of the Board’s order, a petition praying that 
the order of the Board be set aside. A copy of such petition shall be 
forthwith served upon the Board; and thereupon the Board shall 
certify and file in the court a transcript of the record made before the 
Board. Upon the filing of the transcript the court shall have juris- 
diction to affirm, set aside, or modify the order of the Board and to re- 
quire the Board to take such action with regard to the matter under 
review as the court deems proper. The findings of the Board as to 
the facts, if supported by substantial evidence, shall be conclusive. 
(12 U. S. C. 1848) 

MONEY AND CREDIT 

Legal tender 

Sec. 43 (b) (1) of Act of May 12, 1933. * * * All coins and cur- 
rencies of the United States (including Federal Reserve notes and 
circulating notes of Federal Reserve banks and national banking 
associations) heretofore or hereafter coined or issued, shall be legal 
tender for all debts, public and private, public charges, taxes, duties, 
and dues, except that gold coins, when below the standard weight and 
limit of tolerance provided by law for the single piece, shall be legal 
tender only at valuation in proportion to their actual weight. (31 


U.S.C. 462) 


Discontinuance of gold payments 
Public Resolution of June 5, 1933. Whereas the holding of or deal- 
ing in gold affect the public interest, and are therefore subject to 
proper regulation and restriction ; and 
Whereas the existing emergency has disclosed that provisions of 
obligations which purport to give the obligee a right to require pay- 
82876—56——15 
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ment in gold or a particular kind of coin or currency of the United 
States, or in an amount in money of the United States measured 
thereby, obstruct the power of the Congress to regulate the value of 
the money of the United States, and are inconsistent with the declared 
policy of the Congress to maintain at all times the equal power of 
every dollar, coined or issued by the United States, in the markets and 
in the payment of debts. Now, therefore, be it 

Resolved by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) every provision 
contained in or made with respect to any obligation which purports 
to give the obligee a right to require payment in gold or a particular 
kind of coin or currency, or in an amount in money of the United 
States measured thereby, is declared to be against public policy; and 
no such provision shall be contained in or made with respect to any 
obligation hereafter incurred. Every obligation, heretofore or here- 
after incurred, whether or not any such provision is contained therein 
or made with respect thereto, shall be discharged upon payment, dollar 
for dollar, in any coin or currency which at the time of payment is 
legal tender for public and private debts. Any such provision con- 
tained in any law authorizing obligations to be issued by or under 
authority of the United States, is hereby repealed, but the repeal of 
any such provision shall not invalidate any other provision or author- 
ity contained in such law. 

(b) As used in this resolution, the term “obligation” means an 
obligation (including every obligation of and to the United States, 
excepting currency ) payab e in money of the United States; and the 
term “coin or currency” means coin or currency of the United States, 
including Federal Reserve notes and circulating notes of Federal Re- 
serve banks and national banking associations. (31 U.S. C. 463) 


Gold Reserve Act of 1934 


* * * * * * * 


Src. 2 of Gold Reserve Act. (a) Upon the approval of this Act all 
right, title, and interest, and every claim of the Board of Governors 
of the Federal Reserve System, of every Federal Reserve bank, and 
of every Federal Reserve agent, in and to any and all gold coin and 
gold bullion shali pass to and are hereby vested in the United States; 
and in payment therefor credits in equivalent amounts in dollars 
are hereby established in the Treasury in the accounts authorized 
under the sixteenth paragraph of section 16 of the Federal Reserve 
Act, as heretofore and by this Act amended. (U.S. C., title 12, sec. 
467). Balances in such accounts shall be payable in gold certificates, 
which shall be in such form and in such denominations as the Secre- 
tary of the Treasury may determine. All gold so transferred, not in 
the possession of the United States, shall be held in custody for the 
United States and delivered upon the order of the Secretary of the 
Treasury ; and the Board of Governors of the Federal Reserve System, 
the Federal Reserve banks, and the Federal Reserve agents shall give 
such instructions and shall take such action as may be necessary to 
assure that such gold shall be so held and delivered. (31 U.S.C. 441) 

Src. 3 of Gold Reserve Act. The Secretary of the Treasury shall, 
by regulations issued hereunder, with the approval of the President, 
prescribe the conditions under which gold may be acquired and held, 
transported, melted or treated, imported, exported, or earmarked: (a) 
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for industrial, professional, and artistic use; (b) by the Federal Re- 
-erve banks for the purpose of settling international balances; and (c) 
for such other purposes as in his judgment are not inconsistent with 
the purposes of this Act. Gold in any form may be acquired, trans- 
ported, melted or treated, imported, exported, or earmarked or held 
in custody for foreign or domestic account (except on behalf of the 
United States) only to the extent permitted by, and subject to the con- 
ditions prescribed in, or pursuant to, such regulations. Such regula- 
tions may exempt from the provisions of this section, in whole or in 
part, gold situated in places beyond the limits of the continental 
United States. (31 U.S. C. 442) 

Sec. 4 of Gold Reserve Act. Any gold withheld, acquired, trans- 
ported, melted or treated, imported, exported, or earmarked or held 
in custody, in violation of this Act or of any regulations issued here- 
under, or licenses issued pursuant thereto, shall be forfeited to the 
United States, and may be seized and condemned by like proceedings 
as those provided by law for the forfeiture, seizure, and condemnation 
of property imported into the United States contrary to law; and in 
addition any person failing to comply with the provisions of this Act 
or of eny such regulations or licenses, shall be subject to a penalty 
equal to twice the value of the gold in respect of which such failure 
occurred. (31 U.S. C. 443) 

Sec. 5 of Gold Reserve Act. No gold shall hereafter be coined, and 
no gold coin shall hereafter be paid out or delivered by the United 
States: Provided, however, That coinage may continue to be executed 
by the mints of the United States for foreign countries in accordance 
with the Act of January 29, 1874 (U.S. C., title 31, sec. 367). All 
gold coins of the United States shall be withdrawn from circulation, 
and together with all other gold owned by the United States, shall be 
formed into bars of such weights and degrees of fineness as the Secre- 
tary of the Treasury may direct. (31 U.S.C. 315b) 

Src. 6 of Gold Reserve Act. Except to the extent permitted in reg- 
ulations which may be issued hereunder by the Secretary of the Treas- 
ury with the approval of the President, no currency of the United 
States shall be reduced in gold: Provided, however, That gold certifi- 
cates owned by the Federal Reserve banks shall be redeemed at such 
times and in such amounts as, in the judgment of the Secretary of the 
Treasury, are necessary to maintain the equal purchasing power of 
every kind of currency of the United States: And provided further, 
That the reserve for United States notes and for Conia notes of 
1890, and the security for gold certificates (including the gold certifi- 
cates held in the Treasury for credits payable therein) shall be main- 
tained in gold bullion equal to the dollar amounts required by law, 
and the reserve for Federal Reserve notes shall be maintained in gold 
certificates, or in credits payable in gold certificates maintained with 
the Treasurer of the United States under section 16 of the Federal 
Reserve Act, as heretofore and by this Act amended. 

No redemptions in gold shall be made except in gold bullion bearing 
the stamp of a United States mint or assay office in an amount equiva- 
lent at the time of redemption to the currency surrendered for such 
purpose. (31 U.S. C. 408a) 

Sec. 7 of Gold Reserve Act. In the event that the weight of the gold 
dollar shall at any time be reduced, the resulting increase in value of 
the gold held by the United States (including the gold held as security 
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for gold certificates and as a reserve for any United States notes and 
for Treasury notes of 1890) shall be covered into,the Treasury as 
miscellaneous receipt ; and, in the event that the weight of the gold dol- 
lar shall at any time be increased, the resulting decrease in value of the 
gold held as a reserve for any United States notes and for Treasury 
notes of 1890, and as security for gold certificates shall be compen- 
sated by transfers of gold bullion from the general fund, and there is 
hereby appropriated an amount sufficient to provide for such transfers 
and to cover the decrease in value of the gold in the genreal fund. 
(13 U.S. C. 408b) 

Src. 8 of Gold Reserve Act. Section 3700 of the Revised Statutes 
(U.S. C., title 31, sec. 734) is amended to read as follows: 

“Sec. 3700. With the approval of the President, the Secretary of 
the Treasury may purchase gold in any amounts, at home or abroad, 
with any direct obligations, coin, or currency of the United States, 
authorized by law, or with any funds in the Treasury not otherwise 
appropriated, at such rates and upon such terms and conditions as he 
may deem most advantageous to the public interest; any provision of 
law relating to the maintenance of parity, or limiting the purposes for 
which any of such obligations, coin, or currency, may be issued, or 
requiring any such obligations to be offered as a popular loan or on a 
competitive basis, or to be offered or issued at not less than par, to the 
contrary notwithstanding. All gold so purchased shall be included as 
an asset of the general fund of the Treasury.” (31 U. S. C. 734) 

Sec. 9 of Gold Reserve Act. Section 3699 of the Revised Statutes 
(U.S. C., title 31, sec. 733) is amended to read as follows: 

“Src. 3699. The Secretary of the Treasury may anticipate the pay- 
ment of interest on the public debt, by a period not exceeding one year, 
from time to time, either with or without a rebate of interest upon the 
coupons, as to him may seem expedient; and he may sell gold in any 
amounts, at home or abroad, in such manner and at such rates and 
upon such terms and conditions as he may deem most advantageous to 
the public interest, and the proceeds of any gold so sold shall be cov- 
ered into the general fund of the Treasury: Provided, however, That 
the Secretary of the Treasury may sell the gold which is required to be 
maintained as a reserve or as security for currency issued by the United 
States, only to the extent necessary to maintain such currency at a 
parity with the gold dollar.” (31 U.S. C. 733) 

Src. 10 of Gold Reserve Act. (a) For the purpose of stabilizing the 
exchange value of the dollar, the Secretary of the Treasury, with the 
approval of the President, directly or through such agencies as he may 
designate, is authorized, for the account of the fund established in this 
section, to deal in gold and foreign exchange and such other instrv- 
ments of credit and securities as he may deem necessary to carry out 
the purpose of this section. An annual audit of such fund shall be 
made and a report thereof submitted to the President and to the 
Congress. 

(b) To enable the Secretary of the Treasury to carry out the pro- 
visions of this section there is hereby appropriated, out of the re- 
ceipts which are directed to be covered into the Treasury under sec- 
tion 7 hereof, the sum of $2,000,000,000, which sum when available 
shall be deposited with the Treasurer of the United States in a sta- 
bilization fund (hereinafter called the “fund”) under the exclusive 
control of the Secretary of the Treasury, with the approval of the 
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President, whose decisions shall be final and not be subject to review 
by any other officer of the United States. The fund shall be available 
for expe snditure, under the direction of the Secretary of the Treasury 
ind in his discretion, for any purpose in connection with carrying out 
the provisions of this section, including the investment and rein 

vestment in direct obligations of the United States of any portions 
of the fund which the Secretary of the Treasury, with the approval 
of the President, may from time to time determine are not currently 
required for stabilizing the exchange value of the dollar. Such fund 
shall not be used in any manner whereby direct control and custody 
thereof pass from the President and the Secretary of the Treasury. 

The proceeds of all sales and investments and all earnings and interest 
accruing under the operations of this section shall be paid into the 
fund and shall be available for the purposes of the fund. 

(c) The Secretary of the Treasury is directed to use $1,800,000,000 
of the fund established in this section to pay part of the subscription 
of the United States to the International Monetary Fund; and any 
repayment thereof shall be covered into the Treasury as a miscellan 
eous receipt. (31 U.S. C. 822a) 

Sec. 11 of the Gold Reserve Act. The Secretary of the Treasury 
is hereby authorized to issue, with the approval of the or nt, such 
rules and regulations as the Secretary may dee _ necessary or proper 
to carry out ‘the purposes of this Ac t. (810.8. C. 822b) 


Sec. 13 of Gold Reserve Act. All actions, sah rules, orders, 


ng proclamations heretofore taken, promulgated, made or issued by 
. President of the United States or the Secretary of the Treasury, 
vada the Act of March 9, 1933, or under section 48 or section 45 of 
| title ITT of the Act of M: ay 12, 1933, are hereby approved, ratified, 
ind confirmed. (31 U.S. C. 824) 
Src. 14 of Gold Reserve Act. 


# * * * * * * 


) The Secretary of the Treasury is authorized to issue gold certifi- 

cial in such form and in such denominations as he m: iy determine, 

gainst any gold held by the Treasurer of the United States, except 

the gold fund held as a reserve for any United States notes and Treas- 

wy notes of 1890. The amount of gold certificates issued and out- 

standing shall at no time exceed the value, at the legal standard, of the 
gold so held against gold certificates. (31 U.S. C. 405 b) 

Sec. 15 of Gold Reserve Act. As used in this Act, the term “United 
States” means the Government of the United States; the term “the 
continental United States” means the States of the United States, the 
Distriet of Columbia, and the Territory of Alaska; the term “currency 
of the United States” means currency which is legal tender in the 
United States, and includes United States notes, Treasury note of 1890, 

gold certificates, silver certificates, Federal Reserve notes, and circu- 
lating notes of Federal Reserve banks and national banking associa- 
tions; and the term “person” means any individual, partner ship, asso- 
clation, or corpor ation, including the Board of Governors of the Fed- 
eral Reserve System, Federal Reserve banks, and Federal Reserve 
Bigents. Wherever reference is made in this Act to equivalents as be- 
tween dollars or currency of the United States and gold, one dollar or 
one dollar face amount of any currency of the U nited States equals 





294 STUDY OF BANKING LAWS 


such a number of grains of gold, nine tenths fine, as at the time referred 
to, are contained in the standard unit of value, that is, so long as the 
President shall not have altered by proclamation the weight of the 
gold dollar under the authority of section 43, title III, of the Act 
approved May 12, 1933, as heretofore and by this Act amended, twen- 
ty-five and eight tenths grains of gold, nine tenths fine, and thereafter 
such a number of grains of gold, nine tenths fine, as the President shall 
have fixed under such authority. (31 U.S.C. 444) 


Purchase of United States obligations 

Src. 43 of Act of May 12, 1933. Whenever the President finds, upon 
investigation, that (1) the foreign commerce of the United States is 
adversely affected by reason of the depreciation in the value of the eur- 
rency of any other government or governments in relation to the pres- 
ent standard value of gold, or (2) action under this section is necessary 
in order to regulate and maintain the parity of currency issues of the 
United States, or (3) an economic emergency requires an expansion of 
credit, or (4) an expansion of credit is necessary to secure by interna- 
tional agreement a stabilization at proper levels of the currencies of 
various governments, the President is authorized, in his discretion— 

(a) To direct the Secretary of the Treasury to enter into agreements 
with the several Federal Reserve banks and with the Board of Gover- 
nors of the Federal Reserve System whereby the Board of Governors of 
the Federal Reserve System will, and it is hereby authorized to, not- 
withstanding any provisions of law or rules and regulations to the con- 
trary, permit such reserve banks to agree that they will (1) conduct, 
pursuant to existing law, throughout specified periods, open-market 
operations in obligations of the United States Government or corpora- 
tions in which the United States is the majority stockholder, and (2) 
purchase directly and hold in portfolio for an agreed period or periods 
of time Treasury bills or other obligations of the United States Gov- 
ernment in an aggregate sum of $3,000,000,000 in addition to those they 
may then hold, unless prior to the termination of such period or pe- 
riods the Secretary shall consent to their sale. No suspension of re- 
serve requirements of the Federal Reserve banks, under the terms of 
section 11 (c) of the Federal Reserve Act, necessitated by reason of 
operations under this section, shall require the imposition of the grad- 
uated tax upon any deficiency in reserves as provided in said section 11 
(c). Nor shall it require any automatic increase in the rates of interest 
or discount charged by any Federal Reserve bank, as otherwise speci- 
fied in that section. The Board of Governors of the Federal Reserve 
System, with the approval of the Secretary of the Treasury, may 
require the Federal Reserve banks to take such action as may be 
necessary, in the judgment of the Board and of the Secretary of the 
Treasury, to prevent undue credit expansion. (31 U.S. C. 821) 
Redemption of currency not identifiable as to bank of issue 

Act of June 13, 1933. Whenever any national-bank notes, Federal 
Reserve bank notes, or Federal Reserve notes are presented to the 
Treasurer of the United States for redemption and such notes cannot 
be identified as to the bank of issue or the bank through which issued, 
the Treasurer of the United States may redeem such notes under such 


rules and regulations as the ed, of the Treasury may prescribe, 
and the notes so redeemed shall be forwarded to the Comptroller of 


the Currency for cancelation and destruction. (12 U.S. C. 121a.) 
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Sec. 2. National-bank notes and Federal Reserve bank notes re- 
deemed by the Treasurer of the United States under this Act shall be 
charged against the balance of deposits for the retirement of national- 
bank notes and Federal Reserve bank notes under the provisions of 
section 6 of the Act entitled “An Act directing the purchase of silver 
bullion and the issue of Treasury notes thereon, and for other pur- 
poses,” approved July 14, 1890 (U.S. C., title 12, sec. 122) , and section 
18 of the Federal Reserve Act (U.S. C., title 12, sec. 445) ; and charges 
for Federal Reserve notes redeemed by the Treasurer of the United 
States under this Act shall be apportioned among the twelve Federal 
Reserve banks in proportion to the amount of Federal Reserve notes 
of each Federal Reserve bank in circulation on the 31st day of Decem- 
ber of the year preceding the date of redemption, and the amount so 
apportioned to each bank shall be charged by the Treasurer of the 
United States against deposit in the gold-redemption fund made by 
such bank or its Federal Reserve agent. (12 U.S. C. 122a) 
Conversion of foreign currency into United States currency 

Sec. 522 of Title LV of Tariff Act of 1930. (a) VALUE OF FOREIGN 
COIN PROCLAIMED BY SECRETARY OF TREASURY.—Section 25 of the Act 
of August 27, 1894, entitled “An Act to reduce taxation, to provide 
revenue for the Government, and for other purposes,” as amended, is 
reenacted without change as follows: 

“Src. 25. That the value of foreign coin as expressed in the money 
of account of the United States shall be that of the pure metal of such 
coin of standard value; and the values of the standard coins in circu- 
lation of the various nations of the world shall be estimated quarterly 
by the Director of the Mint and be proclaimed by the Secretary of the 
Treasury quarterly on the Ist day of January, April, July, and October 
in each year.” 

(b) ProcLatMED VALUE OF BASIS OF CONVERSION.—For the purpose of 
the assessment and collection of duties upon merchandise imported into 
the United States on or after the day of enactment of this Act, 
wherever it is necessary to convert foreign currency into currency of 
the United States, such conversion, except as provided in subdivision 
(c), shall be made at the value proclaimed by the Secretary of the 
Treasury under the provisions of section 25 of such Act of August 27, 
1894, as amended, for the quarter in which the merchandise was 
exported. 

(c) MARKET RATE WHEN NO PROCLAMATION.—If no such value has 
been proclaimed, or if the value so proclaimed varies by 5 per centum 
or more from a value measured by the buying rate in the New York 
market at noon on the day of exportation, conversion shall be made at 
a value measured by such buying rate. If the date of exportation falls 
upon a Sunday or holiday, then the buying rate at noon on the last pre- 
ceding business day shall be used. For the purposes of this subdivision 
such buying rate shall be the buying rate for cable transfers payable 
in the foreign currency so to be converted; and shall be determined by 
the Federal Reserve Bank of New York and certified daily to the Secre- 
tary of the Treasury, who shall make it public at such times and to 
such extent as he deems necessary. In ascertaining such buying rate 
such Federal Reserve bank may in its discretion (1) take into consid- 
eration the last ascertainable transactions and quotations, whether 
direct or through exchange of other currencies, and (2) if there is no 
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market buying rate for such cable transfers, calculate such rate from 
actual transactions and quotations in demand or time bills of exchange. 
(31 U.S.C. 372) 

Trading With the Enemy Act 

Sec. 5 (b) of Act of October 6,1917. (1) During the time of war or 
during any other period of national emergency declared by the Presi- 
dent, the President m: ay, through any agency that he may designate, 
or otherwise, and under such rules and regulations as he may pre- 
scribe, by means of instructions, licenses, or otherwise— 

(A) investigate, regulate, o r prohibit, any transactions in for- 
elgn exchange, transfers of prodit or pi Lyments between, by, 
through, or to any banking institution, and the importing , export- 
ing, hoarding, melting, or earmarking of gold or silver coin or 
bullion, ¢ urrency or securities, and 

(B) investigate, regulate, direct and compel, nullify, void, 
prevent or prohibit, any acquisition, holding, withholding, use, 
transfer withdrawal, transport: ition, importation or exportation 
of, or dealing in, or exercising any right, power, or privilege with 
respect to, or transactions involving, any property in which any 
foreign countr y or a national thereof has any interest, 

by any person, or w rith respect to any property, subject to the jurisdic- 
tion of a United States; and any property or interest of any foreign 
country or national thereof shall vest, when, as, and upon the terms, 
directed ws the President, in such agency or person as may be desig- 

nated from time to time by the President, and upon such terms and 
auditions as the President may prescribed such interest or property 
shall be held, used, administered, liquidated, sold, or otherwise dealt 
with in the interest of and for the benefit of the United States, and 
such designated agency or person may perform any and all acts inci- 
dent to the accomplishment or furtherance of these purposes; and the 
President shall, in the manner hereinabove provided, require any per- 
son to keep a full record of, and to furnish under oath, in the form of 
reports or otherw Ise, complete information relative to any act or trans- 
action referred to in this subdivision either before, during, or after the 
completion thereof, or rel itive to any interest in foreign property, or 
relative to any property in which any foreign country or any national 
thereof has or has had any interest, or as may be otherwise necessary 
to enforce the provisions of this subdivision, and i in any case in which 
a report could be required, the President may, in the manner herein- 
above provided, require the production, or if necessary to the national 
security or defense, the seizure, of any books of account, records, con- 
tracts, letters, memoranda, or other papers, in the custody or control 
of such person; and the President may, in the manner hereinabove 
provided, take other and further measures not inconsistent herewith 
for the enforcement of this subdivision. 

(2) Any payment, conveyance, transfer, assignment, or delivery of 
property or interest therein, made to or for the account of the United 
States, or as otherwise directed, pursuant to this subdivision or any 
rule, regulation, instruction, or direction issued hereunder shall to 
the extent thereof be a full acquittance and discharge for all purposes 
of the obligation of the person making the same; and no person shall 
be held liable in any court for or in respect to anything done or omitted 
in good faith in connection with the administration of, or in pursuance 
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of and in reliance on, this subdivision, or any rule, regulation, in 
struction, or direction issued hereunder. 

(3) As used in this subdivision the term “United States” means the 
United States and any place subject to the jurisdiction thereof, includ- 
ing the Philippine Islands, and the several courts of first instance of 
the Commonwealth of the Philippine Islands shall have jurisdiction in 
all cases, civil or criminal, arising under this subdivision in the Phil- 
ippine Islands and concurrent jurisdiction with the district courts of 
the United States of all cases, civil or criminal, arising upon the high 
seas: Provided, however, That the foregoing shall not be construed as 
a limitation upon the power of the President, which is hereby con- 
ferred, to prescribe from time to time, definitions, not inconsistent 
with the purposes of this subdivision, for any or all of the terms used 
in this subdivision. Whoever willfully violates any of the provisions 
of this subdivision or of any license, order, rule or regulation issued 
thereunder, shall, upon conviction, be fined not more than $10,000, or, 
if a natural person, may be imprisoned for not more than ten years, 
or both; and any officer , director, or agent of any corporation who 
knowingly participates in such violation may be punished by a like 
fine, imprisonment, or both. As used in this subdivision the term 

ee means an individual, partnership, association or corporation. 


( LY U. S.C. 95a) 
OBLIGATIONS OF UNITED STATES AND GOVERNMENT AGENCIES 


Certificates of indebtedness and Treasury bills as “bonds and 
notes” 

Sec. 5 (c) of Second Liberty Bond Act. Wherever the words “bonds 
and notes of the United St: ates, or “bonds and notes of the Govern- 
ment of the United States,” or “bonds or notes of the United States” 
are used in the Federal Reserve Act, as amended, they shall be held to 
include certific ane of indebtedness and Treasury bills issued here- 
under. (31 U. (54) 


Deposit of sae States bonds and notes in lieu of surety 

Sec. 1 of Act of July 30, 1947. Wherever by the laws of the United 
States or regulations made pursuant thereto, any person is required 
to furnish any recognizance, stipul: ition, bond, oo anty, or under- 
taking, hereinafter « called “penal bond,” with surety or sureties, such 
person may, in lieu of such surety or sureties, dents as security with 
the official having authority to approve such penal bond, United States 
Liberty bonds or other bonds or notes of the United States in a sum 
equal at their par value to the amount of such penal bond required to 
be furnished, together with an agreement authorizing such official 
to collect or sell such bonds or notes so deposited in case of any default 
in the performance of any of the conditions or stipulations of such 
penal bond. The acceptance e of such United States bonds or notes in 
lieu of surety or sureties required by law shall have the same force 
and effect as individual or corporate sureties, or certified checks, bank 
drafts, post-office money orders, or cash, for the penalty or amount 
of such penal bond. The bonds or notes deposited hereunder, and such 
other United States bonds or notes as may be substituted therefor from 
time to time as such security, may be deposited with the Treasurer 
of the United States, a Federal Reserve bank, or other depositary duly 
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designated for that purpose by the Secretary, which shall issue re- 
ceipt therefor, describing such bonds or notes so deposited. As soon 
as security for the performance of such penal bond is no longer neces- 
sary, such bonds or notes so deposited shall be returned to the depos- 
itor. In case a person or persons supplying a contractor with labor 
or material as provided by sections 270a to 270d of title 40 shall file 
with the obligee, at any time after a default in the performance of any 
contract subject to said sections 270a to 270d, the application and afh- 
davit therein provided, the obligee shall not deliver to the obligor the 
deposited bonds or notes nor any surplus proceeds thereof until the 
expiration of the time limited by said sections 270a to 270d for the 
institution of suit by such person or persons, and, in case suit shall 
be instituted within such time, shall hold said bonds or notes or pro- 
ceeds subject to the order of the court having jurisdiction thereof. 
Nothing herein contained shall affect or impair the priority of the 
claim of the United States against the bonds or notes deposited or any 
right or remedy granted by said sections 270a to 270d or by this sec- 
tion to the United States for default upon any obligation of said penal 
bond. All laws inconsistent with this section are hereby so modified as 
to conform to the provisions hereof. Nothing contained herein shall 
affect the authority of courts over the security, where such bonds are 
taken as security in judicial proceedings, or the authority of any ad- 
ministration officer of the United States to receive United States bonds 
for security in cases authorized by existing laws. The Secretary may 
prescribe rules and regulations necessary and proper for carrying 
this section into effect. The term “person” in this section means an in- 
dividual, a trust or estate, a partnership, or a corporation; the term 
“Secretary” means the Secretary of the Treasury. In order to avoid 
the frequent substitution of securities such rules and regulations may 
limit the effect of this section, in appropriate classes of cases, to bonds 
and notes of the United States maturing more than a year after the 
date of deposit of such bonds as security. The phrase “bonds or notes 
of the United States” shall be deemed, for the purposes of this sec- 
tion, to mean any public-debt obligations of the United States and 
any bonds, notes, or other obligations which are unconditionally guar- 


anteed as to both interest and principal by the United States. (6 
U.S. C. 15) 


Bonds of Federal Farm Mortgage Corporation 

Sec. 4 (a) of Act of January 31, 1934. With the approval of the 
Secretary of the Treasury, the corporation is authorized to issue and 
have outstanding at any one time bonds in an aggregate amount not 
exceeding $2,000,000,000. * * * Such bonds shall be fully and un- 
conditionally guaranteed both as to interest and principal by the 
United States and such guaranty shall be expressed on the face thereof, 
* * *. In the event that the corporation shall be unable to pay upon 
demand, when due, the principal of, or interest on, such bonds, the 
Secretary of the Treasury shall pay to the holder the amount thereof 
which is hereby authorized to be appropriated, out of any moneys 
in the Treasury not otherwise appropriated, and thereupon to the 
extent of the amount so paid the Secretary of the Treasury shall 
succeed to all the rights of the holders of such bonds. * * *, (12 
U.S. C. 1020c) 
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Debentures issued under National Housing Act 

Sec. 204 (d) of National Housing Act. The debentures issued 
inder this section to any mortgagee with respect to mortgages insured 
under section 203 shall be ex xecuted in the name of the Mutual Mort- 
cage Insurance Fund as obligor, shall be signed by the Commissioner 
by either his written or engraved signature, and shall be negotiable 
and the debentures issued under this section to any mortgagee with 
respect to mortgages insured under section 210 shall be executed 
. the name of the Housing Insurance Fund as obligor, shall be signed 
by the C ommissioner by either his written or engraved signature, and 
shall be negotiable. * * * Such debentures as are issued in exch: ange 
for property covered by mortgages insured under section 203 or section 
07 prior to the date of enactment of the National Housing Act 
Amendments of 1988 * * * shall be fully and unconditionally guar- 
anteed as to principal and interest by the United States; * * *. Such 
debentures as are issued in exchange for property covered by mort- 
pages insured after the date of enactment of the National Housing 

Amendments of 1938, * * * shall be fully and unconditionally 

sae as to principal and interest by the United States, and 
such gus ~ ey shall be expressed on the face of the debentures. is 
(12 U. . 1710 (d))) 

SEC. 307 (i) of National Housing Act. Debentures issued under 
this section shall be executed in the name of the Housing Insurance 
Fund as obligor, shall be signed by the Commissioner, by either his 
written or engraved signature, shall be negotiable, and ‘shall be dated 
as of the date of default as determined in subsection (g) of this sec 
tion and shall bear interest from such date. * * * They shall be p: sid 
out of the Housing Fund which shall be primarily liable therefor, 
and they shall be fully and unconditionally guaranteed as to principal 
and interest by the United States, and such guaranty shall be expressed 
on the face of the debentures. * * *, (12U. S.C. 1713 (1)) 

Sec. 604 of National Housing Act. The debentures issued under this 
section to any mortgagee shall be executed in the name of the War 
Housing Insurance Fund as obligor, shall be signed by the Commis- 
sioner by either his written or engraved signature, and shall be nego- 
tiable. * * * Such debentures * * * shall be paid out of the War 
Housing Insurance Fund, which shall be primarily liable therefor, 
and they shall be fully and unconditionally guaranteed as to principal 
and interest by the United States, and such guaranty shall be expressed 
on the face of the debentures * * *, (12 U.S. C.1739 (d)) 


Obligations of Commodity Credit Corporation 

Sec. 4 of Act of March 8, 1938. With the approval of the Secretary 
of the Treasury, the Commodity Credit Corporation is authorized to 
Issue * * * bonds, notes, debentures, and other similar obligations 
“* * * * *. Such obligations shall be fully and unconditionally 
guaranteed both as to interest and principal by the United States, 
eae (SU. 8: CO Fis os) 


Bonds of Tennessee Valley Authority 

Sec. 15a of Act of May 18, 1933. With the approval of the Secre- 
tary of the Treasury, the Corporation is authorized to issue bonds 
* * * Such bonds shall be fully and unconditionally guaranteed both 
as to interest and principal by the United States, a such guaranty 
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shall be expressed on the face thereof, * * *. * * *. (16 U.S.C, 
831 n-1) 
SECURITIES AND INVESTMENT COMPANY ACTS 


Exemption of banks from Securities Act of 1933 

Sec. 3 of Securities Act of 1933. (a) Except as hereinafter ex- 
pressly provided, the provisions of this title shall not apply to any 
of the following classes of securities: 

* * ES ES * * * 

(2) Any security issued or guaranteed by the United States or any 
Ter ‘ritory thereof, or by the District of Columbia, or by any State of 
the United States, or by any political subdivision of a State or Terri- 
tory, or by any public instrumentality of one or more States or Ter- 
ritories, or by any person controlled or supervised by and acting as 
an instrumentality of the Government of the United States pursuant 
to authority granted by the Congress of the United States, or any cer- 
tificate of deposit for any of the foregoing, or any security issued 
or guaranteed by any national bank, or by any banking institution 
organized under the laws of any State or Territory or ‘the District 
of Columbia, the business of which is substantially confined to bank- 
ing and is supervised by the State or Territorial banking commission 
or ‘similar official ; or any security issued by or representing an interest 
in or a direct obligation of a Federal Reserve bank; 

(3) Any note, draft, bill of exchange, or banker’s acceptance which 
arises out of a current transaction or the proceeds of which have been 
or are to be used for current transactions, and which has a maturity at 
the time of issuance of not exceeding nine months, exclusive of days of 
grace, or any renewal thereof the maturity of which is likewise lim- 
mons? * (CSD. B06. We) 

x * Be * * Es % 


Securities Exchange Act of 1934 

Sec. 3 of Securities Exchange Act. (a) When used in this title, 
unless the context otherwise requires— 

(1) The term “exchange” means any organiz: ition, association, or 
group of persons, whether inc orporated or unincorporated, which con- 
stitutes, maintains, or provides a market place or facilities for bring- 
ing together purchasers and sellers of securities or for otherwise per- 
forming with respect to securities the functions commonly performed 
by a stock exchange as that term is generally understood, and includes 
the market place and the market facilities maintained by such 
= ange. 

2) The term “facility” when used with respect to an exchange in- 
aa its premises, tangible or intangible property whether on the 
premises or not, any right to the use of such premises or property or 
any service thereof for “the purpose of effecting or reporting a trans- 
action on an exchange (including, among other things, any system of 
communication to or from the exchange, by ticker or otherwise, main- 
tained by or with the consent of the exchange), and any right of the ex- 
change to the use of any property or serv ice. 

(3) The term “member” when used with respect to an exchange 
means any person who is permitted either to effect transactions on the 
exchange without the services of another person acting as broker, or to 
make use of the facilities of an exchange for transactions thereon with- 
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out payment of a commission or fee or with the payment of a commis- 
sion or fee which is less than that charged the general public, and in 
cludes any firm transacting a business as broker or dealer of which a 
me ae is a partner, and any partner of any suc h firm. 

) The term “broker” means any person engaged in the business of 
whee transactions in securities for the account of others, but does 
not include a bank. 

(5) The term “dealer” means any person engaged in the business of 
buying and selling securities for his own account, through a broker or 
otherwise, but does not include a bank, or any person insofar as he 
buys or sells securities for his own account, either individually or in 
some fiduciary capacity, but not as part of a regular business. 

(6) The term “bank” means (A) a banking institution organized 
under the laws of the United States, (B) a member bank of the Federal 
Reserve System, (C) any other banking institution, whether incorpo- 
rated or not, doing business under the laws of any State or of the 
United States, a substantial portion of the business of which consists 
of receiving deposits or exercising fiduciary powers similar to those 
permitted to national banks under section 11-(k) of the Federal Re- 
serve Act, as amended, and which is supervised and examined by State 
or Federal authority having supervision over banks, and whic h is not 
operated for the purpose of evading the provisions of this title, and 
(D) a receiver, conservator, or other liquidating agent of any institu- 
tion or firm included in clauses (A), (B), or (C) of this paragraph. 

(7) The term “director” means any Sues tor of a corporation or any 
person performing similar functions with respect to any organization, 
whether incorporated or unincorporated. 

(8) The term “issuer” means any person who issues or proposes to 
issue any security; except that with respect to certificates of deposit 
for securities, voting- trust certificates, or collateral-trust certificates, 
or with respect to certificates of interest or shares in an unincorporated 
investment trust not having a board of directors or of the fixed, re- 
stricted management, or unit type, the term “issuer” means the person 
or persons performing the acts and assuming the duties of depositor or 
manager pursuant to the provisions of the trust or other agreement or 
instrument under which such securities are issued; and ‘except that 
with respect to equipment-trust certificates or like securities, the term 

“issuer” means the person by whom the equipment or property is, or 
is to be, used. 

(9) The term “person” means an individual, a corporation, a part- 
ne rship, an associ: ition, a joint-stock company, a business trust, or an 
uninecor por ated organiz: ition. 

(10) The term “see urity” means any note, stock, treasury stock, 
bond, debenture, certificate of interest or participation in any profit- 
sharing agreement or in any oil, gas, or other mineral royalty or lease, 
any collateral-trust certificate, preorganization certificate or subser ip- 
tion, transferable share, investment contract, voting-trust certificate, 
certificate of deposit, for a sec ‘ur ity, or in general, any instrument com 
monly known as a “security”; or any certificate of interest or par- 
ticipation in, temporary or interim certificate for, receipt for, or 
Warrant or right to subscribe to or purchase, any of the foregoing ; but 
shall not include currency or any note, draft, bill of exc hange, or 
banker’s acceptance which has a maturity at the time of issuance of 
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not exceeding nine months, exclusive of days of grace, or any renewal 
thereof the maturity of which is likewise limited. 

(11) The term “equity security” means any stock or similar secu- 
rity; or any security convertible, with or without consideration, into 
such a security, or carrying any warrant or right to subscribe to or 
purchase such a security ; or any such warrant or right; or any other 
security which the Commission shall deem to be of similar nature and 
consider necessary or ¢ appropriate, by such rules and regulations as it 
may prescribe in the public interest or for the protection of investors, 
to treat as an equity security. 

(12) The term “exempted security” or “exempted securities” shall 
include securities which are direct obligations of or obligations guar- 
anteed as to principal or interest by the United States; such securities 
issued or guaranteed by corporations in which the United States has 
a direct or indirect interest as shall be designated for exemption by the 
Secretary of the Treasury as necessary or appropriate in the public 
interest or for the protection of investors; securities which are direct 
obligations of or obligations guaranteed as to principal or interest by 
a State or any political subdivision thereof or any agency or instru- 
mentality of a State or any political subdivision thereof or any munici- 
pal corporate instrumentality of one or more States; and such other 
securities (which may include, among others, unregistered securities, 
the market in which is predominantly intrastate) as the Commission 
may, by such rules and regulations as it deems necessary or appropri- 
ate in the public interest or for the protection of investors, either un- 
conditionally or upon specified terms and conditions or for stated 
periods, exempt from the operation of any one or more provisions of 
this title which by their ter ms do not apply to an “exempted security’ 
or 7 “exempted securities.” 

13) The terms “buy” and “purchase” each include any contract to 
= ‘purchase, or otherwise : acquire. 
(14) The terms “sale” and “sell” each include any contract to sell 
or oe dispose of. 

(15) The term “Commission” means the Securities and Exchange 
Commission established by section 4 of this title. 

(16) The term “State” means any State of the United States, the 
District of Columbia, Alaska, Hawaii, Puerto Rico, the Canal Zone. 
the Virgin Islands, or any other possession of the United States. 

(17) The term “interstate commerce” means trade, commerce, trans- 
anda or communication among the several States, or between any 
foreign country and any State, or between any State and any place or 
ship outside thereof. 

(b) The Commission and the Board of Governors of the Federal 
Reserve System, as to matters within their respective jurisdictions, 
shall have power by rules and regulations to define technical, trade, 
and accounting terms used in this | title insofar as such definitions are 
not inconsistent with the provisions of this title. 

(c) No provision of this title shall apply to, or be deemed to include, 
any executive department or independent establishment of the United 
States, or any lending agency which is wholly owned, directly or indi- 
rectly, by the United States, or any officer, agent, or ‘employ ee of aniy 
such. department, establishment, or agency, ac ting in the course of his 
official duty as such, unless such provision makes ng reference to 
such department, establishment, or agency. (15 U.S.C. 78c) 
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Sec. 6 (b) of Securities Exchange Act. No registration shall be 
granted or remain in force unless the rules of the exchange include 
provision for the expulsion, suspension, or disciplining of a member 
for conduct or proceeding inconsistent with just and equitable prin- 
ciples of trade, and declare that the willful violation of any provisions 
of this title or any rule or regulation thereunder shall be considered 
conduct or proceeding inconsistent with just and equitable principles 
of trade. 

(c) Nothing in this title shall be construed to prevent any exchange 
No. m adopting and enforcing any rule not inconsistent with this title 
and the rules and regulations thereunder and the applicable laws of 
the State in which it is located. (15 U.S.C. 78f) 

Src. 7 of Securities Exchange Act. (a) For the purpose of prevent- 
ing the excessive use of credit for the purchase or carrying of secu- 

rities, the Board of Governors of the Federal Reserve System shall, 
prior to the effective date of this section and from time to time there- 
after, prescribe rules and regulations with respect to the amount of 
credit that may be initially extended and subsequently maintained on 
any security (other than an exempted security) registered on a na- 
tional securities exchange. For the initial extension of credit, such 
rules and regulations shall be based upon the following standard: An 
amount not greater than whichever is the higher of— 

(1) 55 per centum of the current market price of the security, or 

(2) 100 per centum of the lowest market price of the s security 

during the preceding thirty-six calendar months, but not more 
than 75 per centum of the current market price. 

Such rules and regulations may make appropriate provision with 
respect to the carrying of undermargined accounts for limited periods 
and under specified conditions; the withdrawal of funds or securities; 
the substitution or additional purchases of securities; the transfer of 
accounts from one lender to another; special or different margin re- 
quirements for delayed deliveries, short sales, arbitrage transactions, 
and securities to which paragraph (2) of this subsection does not 
apply; the bases and the methods to be used in calculating loans, and 
margins and market prices; and similar administrative adjustments 
and details. For the purposes of paragraph (2) of this subsection, 
until July 1, 1936, the lowest price at which a security has sold on or 
after July 1, 1933, shall be considered as the lowest price at which such 
security has sold during the preceding thirty-six calendar months. 

(b) Notwithst: anding the provisions of subsection (a) of this sec- 
tion, the Board of Governors of the Federal * System, may, 
from time to time, with respect to all or specified secur ities or trans- 
actions, or classes of securities, or classes of transactions, by such rules 
and regulations (1) prescribe such lower margin requirements for the 
initial extension or maintenance of credit as it deems nec essary or 
appropriate for the accommodation of commerce and industry, having 
due regard to the general credit situation of the country, and (2) pre- 
scribe such higher margin requirements for the initial extension or 
maintenance of credit as it may deem necessary or appropriate to 
prevent the excessive use of credit to finance transactions in securities. 

(c) It shall be unlawful for any member of a national securities ex- 
¢ sae or any broker or dealer who transacts a business in securities 
through the medium of any such member, directly or indirectly to 
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extend or maintain credit or arrange for the extension or maintenance 
of credit to or for any customer 

(1) On any security (other than an exempted security) registered 
on a national securities exchange, in contravention of the rules and 
regulations which the Board of Governors of the Federal Reserve 
System shall prescribe under subsections (a) and (b) of this section. 

(2) Without collateral or on any collateral other than exempted 
securities and/or securities registered upon a national securities ex- 
change, except in accordance with such rules and regulations as the 
Board of Governors of the Federal Reserve System may prescribe (A) 
to permit under specified conditions and for a limited period any such 
member, broker, or dealer to maintain a credit initially extended in con- 
formity with the rules and regulations of the Board of Governors of the 
Federal Reserve System, and (B) to permit the extension or mainte- 
nance of credit in cases where the extension or maintenance of credit is 
not for the purpose of purchasing or carrying securities or of evading 
or circumventing the provisions of paragr ‘aph (1) of this subsection. 

(d) Itshall be unlawful for any person not subject to subsection (c) 
to extend or maintain credit or to arrange for the extension or mainte- 
nance of credit for the purpose of purcha using or carrying any security 
registered on a national securities exchange, in contravention of such 
rules and regulations as the Board of Governors of the Federal Reserve 
System shall prescribe to prevent the excessive use of credit for the 
purchasing or carrying of or trading in securities in circumvention of 
the other provisions of this section. Such rules and regulations may 
impose upon all loans made for the purpose of purchasing or carry- 
ing securities registered on national securities exchanges limitations 
similar to those imposed upon members, brokers, or dealers by subsec- 
tion (c) of this section and the rules and regulations thereunder. This 
subsection and the rules and regulations thereunder shall not apply 
(A) to a loan made by a person not in the ordinary course of his busi- 
ness, (B) to a loan on an exempted security, (C) to a loan to a dealer to 
aid in the financing of the distribution of securities to customers not 
through the medium of a national securities exchange, (D) to a loan 
bya bank on a security other than an equity sec urity, or (E) to such 
other loans as the Board of Governors of the Federal Reserve System 
shall, by such rules and regulations as it may deem necessary or appro- 
priate in the public interest or for the protection of investors, exempt, 
either unconditionally or upon specified terms and conditions or for 
stated periods, from the operation of this subsection and the rules and 
regulations thereunder. 

(e) The provisions of this section or the r ules : and regulations there- 
under shall not apply on or before July 1, 1937, to any loan or extension 
of credit made prior to the enactment of this title or to the maintenance, 
renewal, or extension of any such loan or credit, exc ept to the extent 
that the Board of Governors of the Federal Reserve System may by 
rules and regulations prescribe as necessary to prevent the circumven- 
tion of the provisions of this section or the rules and regulations there- 
under by means of withdrawals of funds or securities, substitutions of 
securities, or additional purchases or by any other device. (15 U.S.C. 
78g) 

Sec. 8 of Securities Exchange Act. It shall be unlawful for any 
member of a national securities exchange, or any broker or dealer 
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who transacts a business in securities through the medium of any such 
member, directly or indirectly— 

(a) To borrow in the ordinary course of business as a broker or 
dealer on any security (other than an exempted security) registered 
- a national securities exchange except (1) from or through a mem- 
ber bank of the Federal Reserve System, (2) from any nonmember 
bank which shall have filed with the Board of Governors of the Federal 
Reserve System an agreement, which is still in force and which is in 
the form prescribed ‘by the Board, undertaking to comply with all 
provisions of this Act, the Federal Reserve Act, as amended, and the 
Banking Act of 1933, which are applicable to member banks and which 
relate to the use of credit to finance transactions in securities, and with 
such rules and regulations as may be prescribed pursuant to such pro- 
visions of law or for the purpose of preventing evasions thereof, or 
(3) in accordance with such rules and regulations as the Board of 
(Governors of the Federal Reserve System may prescribe to permit 
loans between such members and/or brokers and/or dealers, or to per- 
= loans to meet emergency needs. Any such agreement filed with the 
Board of Governors of the Federal Reserve System shall be subject to 
termination at any time by order of the Board, after appropriate notice 
and opportunity for hearing, because of any failure by such bank to 
comply with the provisions thereof or with such provisions of law or 
rules or regulations; and, for any willful violation of such agreement, 
such bank shall be subject to the penalties provided for v iolations of 
rules and regulations prescribed under this title. The provisions of 
sections 21 and 25 of this title shall apply in the case of any such pro- 
ceeding or order of the Board of Governors of the Federal Reserve 
System in the same manner as such provisions apply in the case of 
proceedings and orders of the Commission. 

(b) To” permit in the ordinary course of business as a broker his 
aggregate indebtedness to all other persons, including customers’ credit 
balances (but excluding indebtedness secured by exempted securities) , 
to exceed such percentage of the net capital (exclusive of fixed assets 
and value of exchange membership) employed in the business, but not 
exceeding in any case 2,000 per centum, as the Commission may by rules 
and regulations prescribe as necessary or appropriate in the public 
interest. or for the protection of investors. 

(c) In contravention of such rules and regulations as the Commis- 
sion shall prescribe for the protection of investors to hypothecate or 
arrange for the hypothecation of any securities carried for the ac- 
count “of any customer under circumstances (1) that will permit the 
commingling of his securities without his written consent with the 
securities of. any other customer, (2) that will permit such securities 
to be commingled with the securities of any person other than a bona 
fide customer, or (3) that will permit such securities to be hy pothe- 
cated, or subjected to any lien or claim of the pledgee, for a sum in 
excess of the aggregate indebtedness of such customers in respect of 
such securities. 

(d) To lend or arrange for the lending of any securities carried for 
the account of any customer without the written consent of such cus- 
tomer. (15 U.S.C. 78h) 

82876—56——16 
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Sec. 11 (d) of Securities Exchange Act. It shall be unlawful for 
a member of a national securities exchange who is both a dealer and 
a broker, or for any person who both as a broker and a dealer trans- 
acts a business in securities through the medium of a member or 
otherwise, to effect through the use of any facility of a national 
securities exchange or of the mails or of any means or instrumen- 
tality of interstate commerce, or otherwise in the case of a member, 
(1) any transaction in connection with which, directly or indirectly, he 
extends or maintains or arranges for the extension or maintenance of 
credit to or for a customer on any security (other than an exempted 
security) which was a part of a new issue in the distribution of which 
he participated as a member of a selling syndicate or group within 
thirty days prior to such transaction: P7 ‘ovided, That credit shall not 
be deemed extended by reason of a bona fide delayed deliver y of any 
such security against full payment of the entire purchase price thereof 
upon such delivery within thirty-five days after such purchase, or (2) 
any transaction with respect to any security (other than an exempted 
security) unless, if the transaction is with a customer, he discloses to 
such customer in writing at or before the completion of the transaction 
whether he is acting as a dealer for his own account, as a broker for 
such customer, or as a broker for some other person. (15 U.S. C. 78k) 

Sec. 12 (b) of Securities Exchange Act. Notwithstanding the fore- 
going provisions of this section, any national securities exchange, upon 
applic ation to and approval of such application by the Commission 
and subject to the terms and conditions hereinafter set forth, (1) 
may continue unlisted trading privileges to which a security had 
been admitted on such exchange prior to March 1, 1934; or (2) may 
extend unlisted trading privileges to any security duly listed and 
registered on any other national securities exchange, but such un- 
listed trading privileges shall continue in effect only so long as such 
security shall remain listed and registered on any other national secu- 
rities exchange; or (3) may extend unlisted trading privileges to any 
security in respect of which there is available from a registration 
statement and periodic reports or other data filed pursuant to rules or 
regulations prescribed by the Commission under this title or the 
Securities Act of 1933, as amended, information substantially equiva- 
lent to that available pursuant to rules or regulations of the Com- 
mission in respect of a security duly listed and registered on a national 
securities exchange, but such unlisted trading privileges shall con- 
tinue in effect only so long as such a registration statement remains 
effective and such periodic ‘reports or other data continue to be so filed. 

No application pursuant to this subsection shall be approved unless 
the Commission finds that the continuation or extension of unlisted 
trading privileges pursuant to such application is necessary or appro- 
priate in the public interest or for the protection of investors. No ap- 
plication to extend unlisted trading privileges to any security pursuant 
to clause (2) or (3) of this subsection shall be approved except after 
appropriate notice and opportunity for hearing. No application to 
extend unlisted trading privileges to any security pursuant to clause 
(2) or (3) of this subsection shall be approved unless the applicant 
exchange shall establish to the satisfaction of the Commission that 
there exists in the vicinity of such exchange sufficiently a ad 
public distribution of such security and sufficient public trading ac- 
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tivity therein to render the extension of unlisted trading privileges 
on such exchange thereto necessary or appropriate in the | ublic interest 
or for the protection of investors. No application to e a nd unlisted 
trading privileges to any security pursuant to clause (3) of this sub- 
section shall be approved except upon such terms and conditions as 
will subject the issuer thereof, the officers and directors of such issuer, 
ind every beneficial owner of more than 10 per centum of such security 
to duties substanti: ally equivalent to the duties which would arise 
pursuant to this title if such security were duly listed and registered 
on a national securities exchange; except that such terms and condi- 
tions need not be imposed in any case or class of cases in which it 
shall appear to the Commission that the public interest and the pro- 
tection of investors would nevertheless best be served by such exten- 
sion of unlisted trading privileges. In the public ation or making 
available for public ation a any national securities exchange, or by 
any person directly or indirectly controlled by such exchange, of 
juotations or transactions in securities made or effected upon such 
exchange, such exchange or controlled person shall clearly differentiate 
hetween quotations or transactions in listed securities, and quot: tions 
or transactions in securities for which unlisted trading privileges on 
such exchange have been continued or extended pursuant to this 
subsection. In the publication or making available for publication 
of such quotations or transactions otherwise than by ticker, such ex- 
change or controlled person shall group under separate headings (A) 
quotations or transactions in listed securities, and (B) quotations 
or transactions in securities for which unlisted trading privileges 
on such exchange has been continued or extended pursuant to this 
subsection. 

The Commission shall by rules and regulations suspend unlisted 
trading privileges in whole or in part for any or all classes of se- 
curities for a period not exceeding twelve months, if it deems such 
suspension necessary or appropri late in the public interest or for 
the protection of investors or to prevent evasion of the purposes of this 

title. 

Unlisted trading privileges continued for any security pursuant to 

clause (1) of this subsection shall be terminated by order, after appro- 
priate notice and opportunity for hearing, if it appears at any time 
th at such security has been withdrawn from listing on any exchange 
by the issuer thereof, unless it shall be established to the satisfaction 
of the Commission that such delisting was not designed to evade the 
purposes of this title or unless it shall appear to the Commission 
that, notwithstanding any such purpose of evasion, the continuation 
of such unlisted trading privileges is nevertheless nec essary or ap- 
propriate in the public interest or for the protection of investors. 
On the application of the issuer of any security for which unlisted 
trading privileges on any exchange have been continued or extended 
pursuant to this subsection, or of any broker or dealer who makes or 
creates a market for such security, or of any other person having a 
bona-fide interest in the question of termination or suspension of such 
unlisted trading privileges, or on its own motion, the Commission 
shall by order terminate, or suspend for a period not exceeding twelve 
months, such unlisted trading privileges for such security if the 
Commission finds, after appropriate notice and opportunity for hear- 
ing, that by reason of inadequate public distribution of such secu- 
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rity in the vicinity of said exchange, or by reason of inadequate public 
trading activity or of the character of trading therein on said ex- 
change, such termination or suspension is necessary or appropriate 
in the public interest or for the protection of investors. 

In any proceeding under this subsection in which appropriate 
notice and opportunity for hearing are required, notice of not less 
than ten days to the applicant in such proceeding, to the issuer of 
the security involved, to the exchange which is seoking to continue 
or extend or has continued or extended unlisted trading privileges 
for such security, and to the exchange, if any, on which such secu- 
rity is listed and registered, shall be deemed adequate notice, and any 
broker or dealer who makes or creates a market for such security, 
and any other person having a bona-fide interest in such proceed- 
ing, shall upon application be entitled to be heard. 

Any security for which unlisted trading privileges are continued 
or extended pursuant to this subsection shall be deemed to be regis- 
tered on a national securities exchange within the meaning of this 
title. The powers and duties of the Commission under subsection 
(b) of section 19 of this title shall be applicable to the rules of an 
exchange in respect of any such security. The Commission may, by 
such rules and regulations as it deems necessary or appropriate in 
the public inter est or for the protection of investors, either uncondi- 
tionally or upon specified terms and conditions, or for stated periods, 
exempt such securities from the operation of any provision of sec- 
tion 13,14, or 16 of thistitle. (15 U.S.C. 781) 

Sec. 17 of Securities Exchange Act. (a) Every national securities 
exchange, every member thereof, every broker or dealer who trans- 
acts a business in securities through the medium of any such mem- 
ber, every registered securities association, and every broker or 
dealer registered pursuant to section 15 of this title, shall make, keep, 
and preserve for such periods, such accounts, correspondence, memo- 
randa, papers, books, and other rec ords, and make such reports, as the 
Commission by its rules and regulations may prescribe as necessary 
or appropriate in the public interest or for the protection of investors. 
Such accounts, correspondence, memoranda, papers, books, and other 
records shall be subject at any time or from time to time to such reason- 
able periodic, special, or other examinations by examiners or other rep- 
resentatives of the Commission as the Commission may deem necessary 
or appropriate in the public interest or for the protection of investors. 

(b) Any broker, dealer, or other person extending credit who is sub- 
ject to the rules and regulations prescribed by the Board of Governors 
of the Federal Reserve System pursuant to this title shall make such 
reports to the Board as it may require as necessary or appropr late to 
enable it to perform the functions conferred upon it by this title. If 
any such broker, dealer, or other person shall fail to make any such 
report or fail to furnish full information therein, or, if in the judgment 
of the Board it is otherwise necessary, such broker , dealer, or other 
person shall permit such inspections to be made by the Board with 
respect to the business operations of such broker, dealer, or other per- 
son as the Board mav deem necessary to enable it to obtain the required 
information. (15 U.S. C. 78q) 

Sec. 20 (b) of Securities Exchange Act. It shall be unlawful for 
any person, directly or indirectly, to do any act or thing which it would 
be unlawful for such person to do under the provisions of this title or 
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any rule or regulation thereunder through or by means of any other 
person. (15 U.S. C. 78t) vy Vai 

Sec. 21 of Securities Exchange Act. (a) The Commission may, in its 
discretion, make such investigations as it deems necessary to determine 
whether any person has violated or is about to violate any provision 
of this title or any rule or regulation thereunder, and may require or 
permit any person to file with it a statement in writing, under oath or 
otherwise as the Commission shall determine, as to all the facts and 
circumstances concerning the matter to be investigated. ‘The Commis- 
sion is authorized, in its discretion, to publish information concerning 
any such violations, and to investigate any facts, conditions, practices, 
or matters which it may deem necessary or proper to aid in the enforce- 
ment of the provisions of this title, in the prescribing of rules and 
regulations thereunder, or in securing mformation to serve as a basis 
for recommending further legislation concerning the matters to which 
this title relates. 

(b) For the purpose of any such investigation, or any other proceed- 
ing under this title, any member of the Commission or any officer 
designated by it is empowered to administer oaths and affirmations, 
subpena witnesses, compel their attendance, take evidence, and require 
the production of any books, papers, correspondence, memoranda, or 
other records which the Commission deems relevant or material to the 
inquiry. Such attendance of witnesses and the production of any such 
records may be required from any place in the United States or any 
States at any designated place of hearing. 

(c) In ease of contumacy by, or refusal to obey a subpena issued to, 
any person, the Commission may invoke the aid of any court of the 
United States within the jurisdiction of which such investigation or 
proceeding is carried on, or where such person resides or carries on 
business, n requiring the attendance and testimony of witnesses and 
the production of books, papers, correspondence, memoranda, and 
other records. And such court may issue an order requiring such 
person to appear before the Commission or member or officer desig 
nated by the Commission, there to produce records, if so ordered, or to 
give testimony touching the matter under investigation or in question ; 
and any failure to obey such order of the court may be punished by 
such court as a contempt thereof, All process in any such case may 
be served in the judicial district whereof such person is an inhabitant 
or wherever he may be found. Any person who shall, without just 
cause, fail or refuse to attend and testify or to answer any lawful 
inquiry or to produce books, papers, correspondence, memoranda, and 
other records, if in his power so to do, in obedience to the subpena of 
the Commission, shall be guilty of a misdemeanor and, upon convic- 
tion, shall be subject to a fine of not more than $1,000 or to imprison- 
ment for a term of not more than one year, or both. 

(d) No person shall be excused from attending and testifying or 
from producing books, papers, contracts, agreements, and other rec- 
ords and documents before the Commission, or in obedience to the 
subpena of the Commission or any member thereof or any officer desig- 
nated by it, or in any cause or proceeding instituted by the Commis- 
sion, on the ground that the testimony or evidence, documentary or 
otherwise, required of him may tend to incriminate him or subject 
him to a penalty or forfeiture; but no individual shall be prosecuted 
or subject to any penalty or forfeiture for or on account of any trans- 
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action, matter, or thing concerning which he is compelled, after having 
claimed his privilege against self-incrimination, to testify or produce 
evidence, documentary or otherwise, except that such individual so 
testifying shall not be exempt from prosecution and punishment for 
perjury committed in so testifying. 

(e) Whenever it shall appear to the Commission that any person is 
engaged or about to engage in any acts or practices which constitute or 
will constitute a violation of the provisions of this title, or of any rule 
or regulation thereunder, it may in its discretion bring an action in the 
proper district court of the United States, the district court of the 
United States for the District of Columbia, or the United States courts 
of any Territory or other place subject to the jurisdiction of the United 
States, to enjoin such acts or practices, and upon a proper showing 
a permanent or temporary injunction or restraining order shall be 
granted without bond. The Commission may transmit such evidence 
as may be available concerning such acts or practices to the Attorney 
General, who may, in his discretion, institute the necessary criminal 
proceedings under this title. 

(f) Upon application of the Commission the district courts of the 
United States, the district court of the United States for the District of 
Columbia, and the United States courts of any Territory or other place 
subject to the jurisdiction of the United States, shall also have juris- 
diction to issue writs of mandamus commanding any person to comply 
with the provisions of this title or any order of the Commission made 
in pursuance thereof or with any undertaking contained in a registra- 
tion statement as provided in subsection (d) of section 15 of this title. 
(15 U.S. C. 78u) 

Sec. 23 of Securities Exchange Act. (a) The Commission and the 
Board of Governors of the Federal Reserve System shall each have 
power to make such rules and regulations as may be necessary for the 
execution of the functions vested in them by this title, and may for 
such purpose classify issuers, securities, exchanges, and other per- 
sons or matters within their respective jurisdictions. No provision 
of this title imposing any liability shall apply to any act done or 
omitted in good faith in conformity with any rule or regulation of the 
Commission or the Board of Governors of the Federal Reserve System, 
notwithstanding that such rule or regulation may, after such act or 
omission, be amended or rescinded or be determined by judicial or 
other authority to be invalid for any reason. 

(b) The Commission and the Board of Governors of the Federal Re- 
serve System, respectively, shall include in their annual reports to Con- 
gress such information, data, and recommendation for further legisla- 
tion as they may deem advisable with regard to matters within their 
respective jurisdictions under this title. (15 U.S. C. 78w) 

es 24 (c) of Securities Exchange Act. It shall be unlawful for any 
member, officer, or employee of the Commission to disclose to any per- 
son other than a member, officer, or employee of the Commission, or to 
use for personal benefit, any information contained in any application, 
report, or document filed with the Commission which is not made avail- 
able to the public pursuant to subsection (b) of this section: Provided, 
That the Commission may make available to the Board of Governors 
of the Federal Reserve System any information requested by the 
Board for the purpose of enabling it to perform its duties under this 
title. (15 U. g C. 78x) 
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Src. 25 of Securities Exchange Act. (a) Any person aggrieved by 
an order issued by the Commission in a proceeding under this title to 
which such person is a party may obtain a review of such order in the 
Circuit Court of Appeals of the United States, within any circuit 
wherein such person resides or has his principal place of business, or 
in the Court of Appeals of the District of Columbia, by filing in such 
court, within sixty days after the entry of such order, a written peti- 
tion praying that the order of the Commission be modified or set aside 
in whole or in — A copy of such petition shall be forthwith served 
upon any member of the Commission, and thereupon the Commission 
shall certify and file in the court a transcript of the record upon which 
the order complained of was entered. Upon the filing of such tran- 
script such court shall have exclusive jurisdiction to affirm, modify, 
and enforce or set aside such order, in whole or in part. No objection 
to the order of the Commission shall be considered by the court unless 
such objection shall have been urged before the Commission. The find- 
ing of the Commission as to the facts, if supported by substantial evi- 
dence, shall be conclusive. If either party shall apply to the court for 
leave to adduce additional evidence, and shall show to the satisfaction 
of the court that such additional evidence is material and that. there 
were reasonable grounds for failure to adduce such evidence in the 
hearing before the Commission, the court may order such additional 
evidence to be taken before the Commission and to be adduced upon 
the hearing in such manner and upon such terms and conditions as to 
the court may seem proper. The Saceiein may modify its findings 
as to the facts, by reason of the additional evidence so taken, and it 
shall file such modified or new findings, which, if supported by sub- 
stantial evidence, shall be conclusive, and its recommendation, if any, 
for the modification or setting aside of the original order. The judg- 
ment and decree of the court, affirming, modifying, and enforcing or 
setting aside, in whole or in part, any such order of the Commission, 
shall be final, subject to review by the Supreme Court of the United 
States upon certiorari or certification as provided in sections 239 and 
240 of the Judicial Code, as amended (U.S. C., title 28, secs. 346 and 
347). 

(b) The commencement of proceedings under subsection (a) shall 
not, unless specifically ordered by the court, operate as a stay of the 
Commission’s order. (15 U.S.C. 78y) 

Sec. 26 of Securities Exchange Act. No action or failure to act by 
the Commission or the Board of Governors of the Federal Reserve 
System, in the administration of this title shall be construed to mean 
that the particular authority has in any way passed upon the merits of, 
or given approval to, any security or any transaction therein, nor shall 
such action or failure to act with regard to any statement or report 
filed with or examined by such authority pursuant to this title or rules 
and regulations thereunder, be deemed a finding by such authority 
that such statement or report is true and accurate on its face or that it is 
not false or misleading. It shall be unlawful to make, or cause to be 
made, to any prospective purchaser or seller of a security any repre- 
sentation that any such action or failure to act by any such authority is 
to be so construed or has such effect. (15 U.S.C. 78z) 

Sec. 27 of Securities Exchange Act. The district courts of the 
United States, the district court of the United States for the District 
of Columbia, and the United States courts of any Territory or other 
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place subject to the jurisdiction of the United States shall have exclu- 
sive jurisdiction of violations of this title or the rules and regulations 
thereunder, and of all suits in equity and actions at law brought to 
enforce any liability or duty created by this title of the rules and 
regulations thereunder. Any criminal proceeding may be brought in 
the district wherein any act or transaction constituting the violation 
occurred. Any suit or action to enforce any liability or duty created 
by this title or rules and regulations thereunder, or to enjoin any 
violation of such title or rules and regulations, may be brought in any 
such district or in the district w herein the defendant 1 is found or is an 
inhabitant or transacts business, and process in such cases may be 
served in any other district of which the defendant is an inhabitant 
or wherever the defendant may be found. Judgments and decrees so 
rendered shall be subject to review as provided in sections 128 and 240 
of the Judicial Code, as amended (U.S. C., title 28, secs. 225 and 347) 
No costs shall be assessed for or against the Commission in any pro- 
ceeding under this title brought by or against it in the Supreme Court 
or such other courts. (15 U.S. C. 78aa) 

Sec. 28 of Securities Exchange Act. (a) Teh rights and remedies 
provided by this title shall be in uddition to any and all other 1 ‘ights 
and remedies that may exist at law or in equity; but no person per- 
mitted to maintain a suit for damages under the provisions of this 
title shall recover, through satisfaction of judgment in one or more 
actions, a total amount in excess of his actual damages on account of the 
act complained of. Nothing in this title shall affect the jurisdiction 
of the securities commission “(or any agency or officer performing like 
functions) of any State over any sec urity or any person insofar as it 
does not conflict with the provisions of this title or the rules and regu- 
lations thereunder. 

(b) Nothing in this title shall be construed to modify existing 
law (1) with regard to the binding effect on any member of any 
exchange of any action taken by the authorities of such exchange to 
settle disputes between its members, or (2) with regard to the binding 
effect of such action on any person who has agreed to be bound thereby, 
or (3) with regard to the binding effect on any such member of any 
disciplinary action taken by the authorities of the exchange as a result 
of violation of any rule of the exchange, insofar as the action taken 
is not inconsistent with the provisions of this title or the rules and 
regulationsthereunder. (15 U.S.C. 78bb) 

soe 29 of Securities Exchange Act. (a) Any condition, stipula- 
tion, or provision binding any person to waive compliance with any 
ovine of this title or of any rule or regulation thereunder, or of 
any rule of an exe hange required thereby shall be void. 

(b) Every contract made in violation of any provision of this title 
or be any rule or regulation thereunder, and every contract (including 
any contract for listing a security on an exch: ange) heretofore or here- 
after made the performance of which involves the violation of, or 
the continuance of any relationship or practice in violation of, any 
provision of this title or any rule or regulation thereunder, shall be 
void (1) as regards the rights of any person who, in violation of any 
such provision, rule, or regulation, shall have made or engaged in 
the performance of any such contract, and (2) as regards the rights 
of any person who, not being a party to such contract, shall have 
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acquired any right thereunder with actual knowledge of the facts by 
reason of which the making or performance of such contract was in 
violation of any such provision, rule or regulation: Provided, (A) 
That no contract shall be void by reason of this subsection because of 
any violation of any rule or regulation prescribed pursuant to para- 
ag aph (2) or (3) of subsection (c) of section 15 of this title, and (B) 
that no contract shall be deemed to be void by reason of this subsection 
in any action maintained in reliance upon this subsection, by any per- 
son to or for whom any broker or dealer sells, or from or for whom 
any broker or dealer purchases, a security in violation of any rule or 
regulation prescribed pursuant to paragr aph (1) of subsection (c) 
of section 15 of this title, unless such action is brought within one year 
after the discovery that such sale or purchase involves such violation 
“ within three years after such violation. 

c) Nothing in this title shall be construed (1) to affect the validity 
of any loan or extension of c redit (or any extension or renewal thereof ) 
made or of any lien created prior or subsequent to the enactment of 
this title, unless at the time of the making of such loan or extension of 
credit (or extension or renewal thereof) or the creating of such lien, 
the person making such loan or extension of credit (or extension or 
renewal thereof) or acquiring such lien shall have actual knowledge 
of facts by reason of which the making of such loan or extension of 
credit (or extension or renewal thereof) or the acquisition of such 
lien is a violation of the provisions of this title or any rule or regu- 
lation thereunder, or (2) to afford a defense to the collection of any 
debt or obligation or the enforcement of any lien by any person who 
shall have acquired such debt, obligation, or lien in good faith for 
value and without actual knowledge of the violation of any provision 
of this title or any rule or regulation thereunder affecting the legality 
of such debt, obligation, or lien, (15 U.S. C. 78cec) 

Sec. 30 of Securities Exchange Act. 

2 * * * * * * 

(b) The provisions of this title or of any rule or regulation there- 
under shall not apply to any person insofar as he transacts a business 
in securities without the jurisdiction of the United States, unless he 
transacts such business in contravention of such rules and regulations 
as the Commission may prescribe as necessary or appropriate to pre- 
vent the evasion of this title. (15 U.S. C. 78dd) 

Src. 32 of Securities Exchange Act. (a) Any person who willfully 
violates any provision of this title, or any rule or regulation there- 
under the violation of which is made unlawful or the observance of 
which is required under the terms of this title, or any person who 
willfully and knowingly makes, or causes to be made, any statement 
in any application, report, or document required to be filed under this 
title or any rule or regulation thereunder or any undertaking con- 
tained in a registration statement as provided in subsection (d) of 
section 15 of this title, which statement was false or misleading with 
respect to any material fact, shall upon conviction be fined not more 
than $10,000, or imprisoned not more than two years, or both, except 
that when such person is an exchange, a fine not exceeding $500,000 
may be imposed; but no person shall be subject to imprisonment under 
this section for the violation of any rule or regulation if he proves 
that he had no knowledge of such rule or regulation. 





244 STUDY OF BANKING LAWS 


(b) Any issuer which fails to file information, documents, or reports 
pursuant to an undertaking contained in a registration statement as 
provided in subsection (d) of section 15 of this title shall forfeit to the 
United States the sum of $100 for each and every day such failure to 
file shall continue. Such forfeiture, which shall be in lieu of any 
criminal penalty for such failure to file which might be deemed to arise 
under subsection (a) of this section, shall be payable into the Treasury 
of the United States and shall be recoverable in a civil suit in the name 
of the United States. 

(c) The provisions of this section shall not apply in the case of any 
violation of any rule or regulation prescribed pursuant to paragraph 
(3) of subsection (c) of section 15 of this title, except a violation 
which consists of making, or causing to be made, any statement in any 
report or document required to be filed under any such rule or regula- 
tion, which statement was at the time and in the light of the circum- 
stances under which it was made false or misleading with respect to 
any material fact. (15 U.S.C. 78 ff) 

Sec. 34 of Securities Exchange Act. This Act shall become effective 
on July 1, 1934, except that sections 6 and 12 (b), (c), (d), and (e) 
shall become effective on September 1, 1934; and sections 5, 7, 8,9 (a) 
(6), 10, 11, 12 (a), 13, 14, 15, 16, 17, 18, 19, and 30 shall become effective 
on October 1, 1934. (15 U.S.C. 78 hh) 


Bank acting as trustee under trust indenture 


Sec. 310 of Trust Indenture Act. (a) (1) The indenture to be 
qualified shall require that there shall at all times be one or more 
trustees thereunder, at least one of whom shall at all times be a cor- 
poration organized and doing business under the laws of the United 
States or of any State or Territory or of the District of Columbia 
(referred to in this title as the institutional trustee), which (A) is 
auhorized under such laws to exercise corporate trust powers, and 
(B) is subject to supervision or examination by Federal, State, Ter- 
ritorial, or District of Columbia authority. 

(2) The indenture to be qualified shall require that such institu- 
tional trustee shall have at all times a combined capital and surplus of 
a specified minimum amount, which shall not be less than $150,000. If 
such institutional trustee publishes reports of condition at least an- 
nually, pursuant to law or to the requirements of said supervising or 
examining authority, the indenture may provide that, for the pur- 
poses of this paragraph, the combined capital and surplus of such 
trustee shall be deemed to be its combined capital and surplus as 
set forth in its most recent report of condition so published. (15 
U.S. C. 77 jj) 

Sec. 26 (a) of Investment Company Act. No principal under- 
writer for or depositor of a registered unit investment trust shall sell, 
except by surrender to the trustee for redemption, any security of 
which such trust is the issuer (other than short-term paper), unless 
the trust indenture, agreement of custodianship, or other instrument 
pursuant to which such security is issued— 

(1) designates one or more trustees or custodians, each of which is 
a bank, and provides that each such trustee or custodian shall have 
at all times an aggregate capital, surplus, and undivided profits of 
a specified minimum amount, which shall not be less than $500,000 
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(but may also provide, if such trustee or custodian publishes reports 
of condition at least annually, pursuant to law or to the requirements 
of its supervising or ee er that for the —— of 
this paragraph the aggregate capital, surplus, and undivided profits 
of such trustee or custodian shall ES abeuet to be its aggregate capital, 
surplus, and undivided profits as set forth in its most recent report of 
condition so published) ; * * *. (15 U.S.C. 80a-26) 


Exemption of banks from definitions of “investment company” 
and “investment adviser” 


Sec: 3 of Investment Company Act. Notwithstanding subsections 
(a) and (b), none of the following persons is an inv estment company 
within the meaning of this title: 


* * * a ES * * 


(3) Any bank or insurance company ; any savings and loan associa- 
tion, building and loan association, cooperative bank, homestead as- 
sociation or similar institution, or any receiver, conservator, liqui- 
dator, liquidating agent, or similar official or person thereof or there- 
for; any common trust fund or similar fund maintained by a bank 
exclusiv ely for the collective investment and reinvestment of moneys 
contributed thereto by the bank in its capacity as a trustee, executor, 
administrator, or guardian; or any common trust fund or similar 
fund, established before the effective date of the Revenue Act of 1936 
by a corporation which is supervised or examined by State or Federal 
authority having supervision over banks, if a majority of the units of 
beneficial interest in such fund, other than units owned by charitable 
or educational institutions, are held under instruments providing for 
payment of income to one or more persons and of principal to another 
or others. 

(4) Any holding company affiliate, as defined in the Banking Act of 
1933, which is under the supervision of the Board of Governors of the 
Federal Reserve System by reason of the fact that such holding com- 
pany affiliate holds a general voting permit issued to it by such ‘Board 
prior to January 1, 1940; and any ‘holding company affiliate which is 
under such supervision by reason of the ‘fact that it holds a general 
voting permit thereafter issued to it by the Board of Governors and 
which is determined by such Board to be primarily engaged, directly 
or indirectly, in the business of holding the stock of, and managing or 
controlling, banks, banking associations, savings banks, or trust com- 
panies. The Commission shall be given appropriate notice prior to 

wny such determination and shall be entitled to be heard. The defini- 
tion of the term “control” in section 2 (a) shall not apply to this 
paragraph. (15 U.S.C. 80a-3 

Src. 202 (a) of Investment Advisers Act. * * * 

(11) “Investment adviser” means any person who, for compensa- 
tion, engages in the business of advising others, either directly or 
through ) public ations or writings, as to the value of securities or as to 
the advisability of investing in, purchasing, or selling securities, or 
who, for compensation and as part of a regular business, issues or 
promulgates analyses or reports concerning securities; but does not 
include (A) a bank, or any holding company affiliate, as defined in the 
Banking Act of 1933, which is not an investment company; * * *, 


(15 U.§ S.C. 80b-2) 
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Interlocking directorates between banks and investment com- 
a 

10 (c) of Act of August 22, 1940. After the effective date of 
this title, no registered investment company shall have a majority of 
its board of directors consisting of persons who are officers or directors 
of any one bank: Provided, That, if on March 15, 1940, any registered 
investment company shall have had a majority of its directors consist- 
ing of persons who are directors, officers, or employees of any one bank, 
such registered company may continue to have the same percentage of 
its board of directors consisting of ein who are directors, officers, 
or employees of such bank. (15 U. S. C. 8a-10) 


MISCELLANEOUS 


Assignment of Claims Act of 1940 

Sections 3477 and 3737 of the Revised Statutes be amended by 
adding at the end of each such section the following new paragraph: 

“The provisions of the preceding paragraph shall not apply in any 

sase in which the moneys due or to become due from the United States 
or from any agency or department thereof, under a contract providing 
for payments aggregating $1,000 or more, are assigned to a bank, 
trust company, or oth er financi ing institution, ine ‘uding any F edet ‘al 
none agency : Provided, 

. That in the case of any contract entered into prior to the date of 
a oval of the Assignment of Claims Act of 1940, no claim shall be 
assigned without the consent of the head of the department or agency 
concerned ; 

“2. That in the case of any contract entered into after the date of 
approval of the Assignment of Claims Act of 1940, no claim shall be 
assigned if it arises under a contract which forbids such assignment: 

“3. That unless otherwise expressly permitted by such contract any 
cue, assignment shall cover all amounts payable under such contract 
and not already paid, shall not be made to more than one party, and 
shall not be subject to further assignment, except that any such assign- 
ment may be made to one party as age nt or trustee for two or more 
parties p: urticipating in such financing ; 

“4. That in the event of any such assignment, the assignee thereof 
shall file written notice of the assignment together with a true copy of 
the instrument of assignment with (a) the. contracting officer or the 
head of his depar tment. or agency; (b) the surety or sureties upon the 
bond or bonds, if any, in connection with such contract; and (c) the 
disbursing officer, if any, designated in such contract to make payment. 

Notwithstanding any law to the contrary governing the validity of 
assignments, any assignment pursuant to the Assignment of Claims 
Act of 1940, as amended, shall constitute a valid assignment for all 
purposes. 

In any case in which moneys due or to become due under any con- 
tract are or have been assigned pursuant to this section, no liability 
of any nature of the assignor to the United States or any department 
or agency thereof, whether arising from or independently of such 
contract, shall create or impose any liability on the part of the assignee 
to make restitution, refund, or repayment to the United States of : any 
amount heretofore since July 1, 1950, or hereafter received under the 
assionment. 
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“Any contract of the Department of Defense, the General Services 
Administration, the Atomic Energy Commission, or any other depart- 
ment or agency of the United States designated by the President, ex- 
cept any such contract under which full payment has been made, may, 
in time of war or national emergency proclaimed by the President (in- 
cluding the national emergency proclaimed December 16, 1950) or by 
Act or joint resolution of the C ongress and until such war or nation: al 
emergency has been terminated in such manner, provide or be amended 
without consideration to provide that payments to be made to the 
assignee of any moneys due or to become due under such contract shall 
not be subject to reduction or set-off, and if such provision or one to 
the same general effect has been at any time heretofore or is hereafter 
included or inserted in any such contract, payments to be made there- 
after to an assignee of any moneys due or to become due under such 
contract, whether during or after such war or emergency, shall not be 
subject to reduction or ‘set-off for any liability of any nature of the 
issignor to the United States or any department or agency thereof 
which arises independently of such contract, or hereafter for any lia- 
bility of the assignor on account of (1) renegotiation under any re- 
negotiation statute or under any statutory renegotiation article in the 
contract, (2) fines, (3) penalties (which term does not include amounts 
which may be collected or withheld from the assignor in accordance 
with or for failure to comply with the terms of the contract), or (4) 
taxes, social security contributions, or the withholding or nonwith- 
holding of taxes or social security contributions, whether arising from 
or independently of such contract. 

“Except as herein otherwise provided, nothing in this Act, as 
amended, shall be deemed to affect or impair rights or obligations 
heretofore accrued.” (31 U.S. C. 203 and 41 U.S. C. 15) 


Bretton Woods Agreements Act 
* * * * a * * 

Src. 4. (a) In order to coordinate the policies and operations of the 
representatives of the United States on the Fund and the Bank and of 
all agencies of the Government which make or participate in making 
foreign loans or which engage in foreign financial, exchange or mone- 
tary transactions, there is hereby established the National Advisory 
Council on International Monetary and Financial Problems (herein- 
after referred to as the “Council”), consisting of the Secretary of the 
Treasury, as Chairman, the Secretary of St: ste, the Secretary of Com- 
merce, the Chairman of the Board of Governors of the Federal Re- 
serve System, the President of the Export-Import Bank of Washing- 
ton, and during such period as the Foreign Operations Administra- 
tion shall continue to exist, the Director of the Foreign Operations 
Administration. 

(b) (1) The Council, after consultation with the representatives of 
the United States on the Fund and the Bank, shall recommend to the 
President general policy directives for the guidance of the representa- 
tives of the United States on the Fund and the Bank. 

(2) The Council shall advise and consult with the President and the 
representatives of the United States on the Fund and the Bank on 
major problems arising in the administration of the Fund and the 


Bank. 
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(3) The Council shall coordinate, by consultation or otherwise, so 
far as is practicable, the policies and operations of the representatives 
of the United States on the Fund and the Bank, the Export-Import 
Bank of Washington and all other agencies of the Government to the 
extent that they make or participate in the making of foreign loans 
or engage in foreign financial, exchange or monetary transactions. 

(4) Whenever, under the Articles of. Agreement of the Fund or the 
Articles of Agreement of the Bank, the approval, consent or agreement 
of the United States is required before an act may be done by the re- 
spective institutions, the decision as to whether such approval, consent, 
or agreement, shall be given or refused shall (to the extent such deci- 
sion is not prohibited by section 5 of this Act) be made by the Council, 
under the general direction of the President. No governor, executive 
director, or alternate representing the United States shall vote in favor 
of any waiver of condition under article V, section 4, or in favor of any 
declaration of the United States dollar as scarce currency under 
article VII, section 3, of the Articles of Agreement of the Fund, with- 
out prior approval of the Council. 

(5) The Council from time to time, but not less frequently than 
every six months, shall transmit to the President and to the Congress 
a report with respect to the participation of the United States in the 
Fund and the Bank. 

(6) The Council shall also transmit to the President and to the Con- 
gress special reports on the operations and policies of the Fund and the 
Bank, as provided in this paragraph. The first report shall be made 
not later than two years after the establishment of the Fund and the 
Bank, and a report shall be made every two years after the making of 
the first report. Each such report shall cover and include: The extent 
which the Fund and the Bank have achieved the purposes for which 
they were established ; the extent to which the operations and policies 
of the Fund and the Bank have adhered to, or departed from, the gen- 
eral policy directives formulated by the Council, and the Council’s rec- 
ommendations in connection therewith; the extent to which the opera- 
tions and policies of the Fund and the Bank have been coordinated, and 
the Council’s recommendations in connection therewith ; recommenda- 
tions on whether the resources of the Fund and the Bank should be 
increased or decreased ; recommendations as to how the Fund and the 
Bank may be made more effective ; reeommendaitons on any other nec- 
essary or desirable changes in the Articles of Agreement of the Fund 
and of the Bank or in this Act; and an over-all appraisal of the extent 
to which the operations and policies of the Fund and the Bank have 
served, and in the future may be expected to serve, the interests of the 
United States and the world in promoting sound international eco- 
nomic cooperation and furthering world security. 

(7) The Council shall make such reports and recommendations to 
the President as he may from time to time request, or as the Council 
may consider necessary to more effectively or efficiently accomplish 
the purposes of this Act or the purposes for which the Council is 
created. 
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(c) The representatives of the United States on the Fund and the 
Bank, and the Export-Import Bank of Washington (and all other 
agencies of the Government to the extent that they make or participate 
in the making of foreign loans or engage in foreign financial, exchange 
or monetary transactions) shall keep the Council fully informed of 
their activities and shail provide the Council with such further infor- 
mation or data in their possession as the Council may deem necessary 
to the appropriate diedheaue of its responsibilities under this Act. 
(22 U.S. C. 286b) 

* * * * * * 
National Voluntary Mortgage Credit Extension Committee 

Sec. 603 of Housing Act of 1954. * * * The Administrator shall 
also request the Board of Governors of the Federal Reserve System to 
designate a representative of the Board to serve on the National Com- 
mittee in an advisory capacity. (12 U.S. C. 1750cc) 
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FEDERAL DEPOSIT INSURANCE: ACD 
\ to tadins 
Approved September 21, 1950 (64 Stat. 873; 12 U.S. C! A8idd 19d sion 
ywieensl Laiba 
SEC. There is hereby created a Federal Deposit; Lasuneticg. (yor- 
por 7 " (hereinafter referred to as the “C orporatian})), whieh .qhall 
insure, as hereinafter provided, the deposits of all begaks, pyhi¢h jare 
entitled to the benefits of insurance under this Act, mack which shell 
have the powers hereinafter granted. ! ti 
Sec. 2. The management of the Corporaton shall be. Nested, ye): 
Board of Directors consistng of three members, one of,y, hamjshall 
the Comptroller of the Currency, and two of whom shall, be ¢itizensof 
the United States to be appointed by the President, by!and with the 
advice and consent of the Senate. One of the appointive members 
shall be the Chairman of the Board of Directors of the Corporation 
and not more than two of the members of such Board of Directors 
shall be members of the same political party. Each such appointive 
member shall hold office for a term of six years. In the event of a 
vacancy in the office of the Comptroller of the Currency, and pending 
the appointment of his successor, or during the absence of the Comp- 
troller from Washington, the Acting Comptroller of the Currency 
shall be a member of the Board of Directors in the place and stead of 
the Comptroller. In the event of a vacancy in the office of the Chair- 
man of the Board of Directors, and pending the appointment of his 
successor, the Comptroller of the Currency shall act as Chairman. The 
members of the Board of Directors shall be ineligible during the time 
they are in office and for two years thereafter to hold any oftic €, posi- 
tion, or employment in any insured bank, except that this restric- 
tion shall not apply to any member who has served the full term for 
which he was appointed. No member of the Board of Directors shall 
be an officer or director of any insured bank or Federal Reserve bank or 
hold stock in any insured bank; and before entering upon his duties 
as a member of the Board of Directors he shall certify under oath 
that he has complied with this requirement and such certification shall 
be filed with the secretary of the Board of Directors. 
~ 3. As used in this Act— 

a) The term “State —— means any bank, banking association, 
wal company, savings bank, or other banking institution which is 
engaged in the business of receiving deposits, other than trust funds as 
herein defined, and which is incorporated under the laws of any State, 
any Territory of the United States, Puerto Rico, Guam, or the Virgin 

Islands, or which is operating under the Code of Law for the District 
of Columbia (except a national bank), and includes any unincorpor- 
ated bank the deposits of which are insured on the effective date of 
this amendment, and the word “State” means any State of the United 


The Federal Deposit Insurance law was originally Section 12B of the Federal Reserve 
Act. as amended. It was withdrawn from that Act and made the Federal Deposit Insurance 
Act by Act of September 21, 1950. 
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States, the District of Columbia, any Territory of the United States, 
Puerto Rico, Guam, or the Virgin Islands. 

(b) The term “State member bank” means any State bank which 
is a member of the Federal Reserve System, and the term “State non- 
member bank” means any State bank which is not a member of the 
Federal Reserve System. 

(c) The term “District bank” means any State bank operating 
under the Code of Law for the District of Columbia. 

(d) The term “national member bank” means any national bank lo- 
cated in any of the States of the United States, the District of Colum- 
bia, any Territory of the United States, Puerto Rico, Guam, or the 
Virgin Islands which is a member of the Federal Reserve System. 

(e) The term “national nonmember bank” means any national bank 
located in any Territory of the United States, Puerto Rico, Guam, or 
the Virgin Islands which is not a member of the Federal Reserve 
System. 

(f) The term “mutual savings bank” means a bank without capital 
stock transacting a savings bank business, the net earnings of which 
inure wholly to the benefit of its depositors after payment of obliga- 
tions for any advances by its organizers. 

(g) The term “saving bank” means a bank (other than a mutual 
savings bank) which transacts its ordinary banking business strictly 
as a savings bank under State laws imposing special requirements on 
such banks governing the manner of investing their funds and of con- 
ducting their business: Provided, That the bank maintains until ma- 
turity date or until withdrawn, all deposits made with it (other than 
funds held by it in a fiduciary capacity) as time savings deposits of the 
specific term type or of the type w here the right is reserved to the bank 
to require written notice before permitting withdrawal : Provided fur- 
ther, That such bank to be considered a savings bank must elect to 
become subject to regulations of the Corporation with respect to the 
redeposit of maturing deposits and prohibiting withdrawal of deposits 
by checking except in cases where such withdrawal was permitted by 
law on August 23, 1935, from specifically designed deposit accounts 
totaling not more thea 15 per centum of the bank’s total deposits. 

(h) "The term “insured bank” means any bank the deposits of which 
are insured in accordance with the provisions of this Act: and the 
term “noninsured bank” means any bank the deposits of which are not 
so insured. 

(i) The term “new bank” means a new national banking associa- 
tion organized by the Corporation to assume the insured deposits of 
an insured bank closed on account of inability to meet the demands 
of its depositors and otherwise to perform temporarily the functions 
prescribed in this Act. 

(j) The term “receiver” includes a receiver, liquidating agent, con- 
servator, commission, person, or other agency charged by Jaw with the 
duty of winding up the affairs of a bank. 

(k) The term “Board of Directors” means the Board of Directors 
of the Corporation, 

(1) The term “deposit” means the unpaid balance of money or its 
equivalent received by a bank in the usual course of business and for 
which it has given or is obligated to give credit to a commercial, 
checking, savings, time, or thrift account, or which is evidenced by its 
certificate of deposit, and trust funds held by such bank whether re- 
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tained or deposited in any department of such bank or deposited in 
another bank, together with such other obligations of a bank as the 
Board of Directors shall find and shall prescribe by its regulations to 
be deposit liabilities by general usage: Provided, That any obliga- 
tion of a bank which is payable only at an office of the bank loc -ated 
outside the States of the United States, the District of Columbia, any 
Territory of the United States, Puerto Rico, Guam, and the Virgin 
Islands, shall not be a deposit for any of the purpases of this Act or “be 
ine luded as a part of total deposits or of an insured deposit : Provided 
further, That any insured bank having its principal a ice of business 
in any of the States of the United States or in the District of Colum- 
bia which maintains a branch in any Territory of the United States, 
or the Virgin Islands may elect to exclude from insurance under this 
Act its deposit obligations which are payable only at such branch, and 
upon so electing the insured bank with respect to such branch shall 
comply with the provisions of this Act applicable to the termination of 
insurance by nonmember banks: Provided further, Phat the bank may 
elect to restore the insurance to such deposits at any time its capital 
stock is unimpaired. 

(m) The term “insured deposit” means the net amount due to any 
depositor for deposits in an insured bank (after deducting offsets) less 
any part thereof which is in excess of $10,000. Such net amount shall 
be determined according to such regulations as the Board of Directors 
may prescribe, and in determining the amount due to any depositor 
there shall be added together all deposits in the bank maintained in the 
same capacity and the same right for his benefit either in his own 
name or in the names of others except trust funds which shall be in- 
sured as provided in subsection (i) of section 7. Each officer, em- 
ployee, or agent of the United States, of any State of the United States, 
of the District of Columbia, of any Territory of the United States, 
of Puerto Rico, of Guam, of the Virgin Islands, of any county, of any 
municipality, or of any political subdivision thereof, herein called 
“public unit”, having official custody of public funds and lawfully 
depositing the same in an insured bank shall for the purpose of deter- 
mining the amount of the insured deposits, be deemed a depositor in 
such custodial capacity separate and distinct from any other officer, 
employee, or agent of the same or any public unit having official eus- 
tody of public funds and lawfully depositing the same in the same 
insured bank in custodial capacity. 

(n) The term “transferred deposit” means a deposit in a new bank 
or other insured bank made available to a depositor by the Corporation 
as payment of the insured deposit of such depositor in a closed bank, 
and assumed by such new bank or other insured bank. 

(0) The term “branch” includes any branch bank, branch office, 
branch agency, additional office, or any branch place of business lo- 
cated in any State of the United States or in any Territory of the 
United States, Puerto Rico, Guam, or the Virgin Islands at which 
deposits are received or checks paid or money lent. 

(p) The term “trust funds” means funds held by an insured bank 
in a fiduciary capacity and includes, without being limited to, funds 
held wr trustee, executor, administrator, guardian, or agent. 

Sec. 4. (a) Every bank, which is an insured bank on the effective 
date of this amendment, shall be and continue to be, without appli- 
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cation or approval, an insured bank and shall be subject to the pro- 
visions of this Act. | 

(b) Every national member bank which is authorized to commence 
or resume the business of banking, and which is engaged in the business 
of receiving deposits other than trust funds as herein defined, and 
every such national nonmember bank which becomes a member of 
the Federal Reserve System, and every State bank which is converted 
into a national member bank or which becomes a member of the Fed- 
eral Reserve System, and which is engaged in the business of receiv- 
ing deposits, other than trust funds as herein defined, shall be an 
insured bank from the time it is authorized to commence or resume 
business or becomes a member of the Federal Reserve System. The 
certificate herein prescribed shall be issued to the Corporation by the 
Comptroller of the Currency in the case of such national member 
bank, or by the Board of Governors of the Federal Reserve System 
in the case of such State member bank: Provided, That in the case of 
an insured bank which is admitted to membership in the Federal 
Reserve System or an insured State bank which is converted into a 
national member bank, such certificate shall not be required, and the 
bank shall continue as an insured bank. Such certificate shall state 
that the bank is authorized to transact the business of banking in the 
case of a national member bank, or is a member of the Federal Reserve 
System in the case of a State member bank, and that consideration has 
been given to the factors enumerated in section 6. A state bank, result- 
ing from the conversion of an insured national bank, shall continue as 
an insured bank. A State bank, resulting from the merger or consoli- 
dation of insured banks, or from the merger or consolidation of a 
noninsured bank or institution with an insured State bank, shall con- 
tinue as an insured bank. 

Sec. 5. Subject to the provisions of this Act, any national nonmem- 
ber bank which is engaged in the business of receiving deposits, other 
than trust funds as herein defined, upon application by the bank and 
certification by the Comptroller of the Currency in the manner pre- 
scribed in subsection (b) of section 4 and any State nonmember bank, 
upon application to and examination by the Corporation and approval 
by the Board of Directors, may become an insured bank. Before ap- 
proving the application of any such State nonmember bank, the Board 
of Directors shall give consideration to the factors enumerated in sec- 
tion 6 and shall determine, upon the basis of a thorough examination 
of such bank, that its assets in excess of its capital requirements are 
adequate to enable it to meet all of its liabilities to depositors and other 
creditors as shown by the books of the bank. 

Sec. 6. The factors to be enumerated in the certificate required under 
section 4 and to be considered by the Board of Directors under section 
5 shall be the following: The financial history and condition of the 
bank, the adequacy of its capital structure, its future earnings pros- 
pects, the general character of its management, the convenience and 
needs of the community to be served by the bank, and whether or not 
its corporate powers are consistent with the purposes of this Act. 

Sec. 7. (a) The assessment rate shall be one-twelfth of 1 per centum 
per annum. The semiannual assessment for each insured bank shall 
be in the amount of the product of one-half the annual assessment rate 
multiplied by the assessment base. The assessment base shall be the 
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amount of the liability of the bank for deposits, according to the defi- 
nition of the term “deposit” in and pursuant to subsection (1) of sec- 
tion 3, without any deduction for indebtedness of depositors : Provided, 
That the bank— 

(1) may deduct (i) from the deposit balance due to an in- 
sured bank the deposit balance due from such insured bank (other 
than trust funds deposited by it in such bank) which is subject to 
immediate withdrawal; (ii) trust funds held by the bank in a 
fiduciary capacity and which are deposited in another insured 
bank; and (iii) cash items as determined by either of the follow- 
ing methods, at the option of the bank: (aa) by multiplying by 2 
the total of the cash items forwarded for collection on the assess- 
ment base days (being the days on which the average deposits are 
computed) and cash items held for clearings at the close of busi- 
ness on said days, which are in the process of collection and which 
the bank has paid in the regular course of business or credited to 
deposit accounts; or (bb) by deducting the total of cash items 
forwarded for collection on the assessment base days and cash 
items held for clearings at the close of business on said days, 
which are in the process of collection and which the bank has paid 
in the regular course of business or credited to deposit accounts, 
plus such uncollected items paid or credited on preceding days 
which are in the process of collection: Provided, That the Board 
of Directors may define the terms “cash items”, “process of col- 
lection”, and “uncollected items” and shall fix the maximum 
period for which any such item may be deducted; and 

(2) may exclude from its assessment base (i) drafts drawn by 
it on deposit accounts in other banks which are issued in the 
regular course of business; and the amount of any advices or 
authorizations, issued by it for cash letters received, directing that 
its deposit account in the sending bank be charged with the amount 
thereof; and (ii) cash funds which are received and held solely 
for the purpose of securing a liability to the bank but not in an 
amount in excess of such liability, and which are not subject to 
withdrawal by the obligor and are carried in a special non- 
interest-bearing account designated to properly show their 
purpose. 

Each insured bank, as a condition to the right to make any such de- 
duction or exclusion in determining its assessment base, shall maintain 
such records as will readily permit verification of the correctness 
thereof. The semiannual assessment base for one semiannual period 
shall be the average of the assessment base of the bank as of the close of 
business on March 31 and June 30, and the semiannual assessment base 
for the other semiannual period shall be the average of the assessment 
base of the bank as of the close of business on September 30 and De- 
cember 31: Provided, That when any of said days is a nonbusiness day 
or a legal holiday, either National or State, the preceding business day 
shall be used. The certified statements required to be filed with the 
Corporation under subsections (b) and (c) of this section shall be in 
such form and set forth such supporting information as the Board of 
Directors shall prescribe. The assessment payments required from 
insured banks under subsections (b) and (c) of this section shall be 
made in such manner and at such time or times as the Board of 
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Directors shall prescribe, provided the time or times so prescribed shall 
not be later than sixty days after filing the certified statement setting 
forth the amount of assessment. 

(b) On or before the 15th day of July of each year, each insured 
bank shall file with the Corporation a certified statement showing for 
the six months ending on the preceding June 30 the amount. of the 
assessment base and the amount of the semiannual assessment due to 
the Corporation for the period ending on the following December 31, 
determined in accordance with subsection (a) of this : section, which 
shall contain or be verified by a written declaration that it is made 
under the penalties of perjury. Each insured bank shall pay to the 
Corporation the amount of the semiannual assessment it is required 
to certify. On or before the 15th day of January of each year, each 
insured bank shall file with the Corporation a similar certified state- 
ment for the six months ending on the preceding December 31 and 
shall pay to the Corporation the amount of the semiannual assessment 
for the period ending on the following June 30 which it is required 
to certify. 

(c) Each bank which becomes an insured bank shall not be required 
to file any certified statement or pay any assessment for the semiannual 
period in which it becomes an insured bank. On the expiration of 
such period, each such bank shall comply with the provisions of sub- 
section (b) of this section except that the semiannual assessment base 
for its first certified statement shall be the assessment base of the bank 
as of the close of business on the preceding June 30 or December 31, 
whichever is applicable, determined in accordance with subsection (a) 
of this section. If such bank has assumed the liabilities for deposits 
of another bank or banks, it shall include such liabilities in its assess- 
ment base. The first certified statement shall show as the amount of 
the first semiannual assessment due to the Corporation, an amount 
equal to the product of one-half of the annual assessment rate multi- 
plied by such assessment base. 

(d) As of December 31, 1950, and as of December 31, of each cal- 
endar year thereafter, the Corporation shall transfer 40 per centum 
of its net assessment income to its capital account and the balance of 
the net assessment income shall be credited pro rata to the insured 
banks based upon the assessments of each bank becoming due during 

said calendar year. Each year such credit shall be applied by the 
Corporation toward the payment of the total assessment becoming 
due for the semiannual assessment period beginning the next ensuing 
July 1 and any excess credit shall be applied upon the assessment next 
becoming due. The term “net assessment income” as used herein 
means the total assessments which become due during the calendar 
year less (1) the operating costs and expenses of the Corporation 
for the calendar year; (2) additions to reserve to provide for insurance 
losses during the calendar year, except that any adjustments to reserve 
which result in a reduction of such reserve shall be added; and (3) the 
insurance losses sustained in said calendar year plus losses from any 
preceding years in excess of such reserves. If the above deductions 
exceed in amount the total assessments which become due during the 
calendar year, the amount of such excess shall be restored by deduction 
from total assessments becoming due in subsequent years. 

(e) The Corporation (1) may refund to an insured bank any pay- 
ment of assessment in excess of the amount due to the Corporation or 
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(2) may credit such excess toward the payment of the assessment 
next becoming due from such bank and upon succeeding assessments 
until the credit is exhausted. 

(f) Any insured bank which fails to file any certified statement re- 
quired to be filed by it in connection with determining the amount of 
any assessment payable by the bank to the Corporation may be com- 
pelled to file such statement by mandatory injunction or other appro- 
priate remedy in a suit brought for such purpose by the Corporation 
against the bank and any officer or officers thereof in any court of the 
United States of competent jurisdiction in the District or Territory in 
which such bank is located. 

(¢) The Corporation, in a suit brought at law or in equity in any 
court of competent jurisdiction, shall be entitled to recover from any 
insured bank the amount of any unpaid assessment lawfully payable 
by such insured bank to the Corporation, whether or not such bank 
shall have filed any such certified statement and whether or not suit 
shall have been brought to compel the bank to file any such statement. 
No action or proceeding shall be brought for the recovery of any assess- 
ment due to the Corporation, or for the recovery of any amount paid 
to the Corporation in excess of the amount due to it, unless such action 
or proceeding shall have been brought within five years after the right 
accrued for which the claim is made, except where the insured bank 
has made or filed with the Corporation a false or fraudulent certified 
statement with the intent to evade, in whole or in part, the payment 
of assessment, in which case the claim shall not be deemed to have 
accrued until the discovery by the Corporation that the certified state- 
ment is false or fraudulent : Provided, however, That where a cause of 
action has already accrued, and the period herein prescribed within 
which an action may be brought has expired, or will expire within one 
year from the date this amendment becomes effective, an action may 
be brought on such cause of action within one year from the effective 
date of this amendment: And provided further, That no action or pro- 
ceeding shall be brought for the recovery of any assessment on deposits 
alleged to have been omitted from the assessment base of any insured 
bank for any year prior to 1945 except that any claim of the Corpora- 
tion for the payment of any assessment may be offset by it against 
any claim of the bank for the overpayment of any assessment. 

(h) Should any national member bank or any insured national non- 
member bank fail to file any certified statement required to be filed 
by such bank under any provision of this section, or fail to pay any 
assessment required to be paid by such bank under any provision of 
this Act, and shouid the bank not correct such failure with thirty 
days after written notice has been given by the Corporation to an officer 
of the bank, citing this subsection, and stating that the bank has failed 
to file or pay as required by law, all the rights, privileges, and fran- 
chises of the bank granted to it under the National Bank Act, as 
amended, the Federal Reserve Act, as amended, or this Act, shall be 
thereby forfeited. Whether or not the penalty provided in this sub- 
section has been incurred shall be determined and adjudged in the 
manner provided in the sixth paragraph of section 2 of the Federal 
Reserve Act, as amended. The remedies provided in this subsection 
and in the two preceding subsections shall not be construed as limiting 
any other remedies against any insured bank, but shall be in addition 
thereto. 
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(i) Trust funds held by an insured bank in a fiduciary capacity 
whether held in its trust or deposited in any other department or in 
another bank shall be insured in an amount not to exceed $10,000 for 
each trust estate, and when deposited by the fiduciary bank in another 
insured bank such trust funds shall be similarly insured to the fiduciary 
bank according to the trust estates represented. Notwithstanding any 
other provisions of this Act, such insurance shall be separate from and 
additional to that covering other deposits of the owners of such trust 
funds or the beneficiaries of such trust estates: Provided, That where 
the fiduciary bank deposits any of such trust funds in other insured 
banks, the amount so held by other insured banks on deposit shall not 
for the purpose of any certified statement required under subsections 
(b) and (c) of this section be considered to be a deposit liability of the 
fiduciary bank, but shall be considered to be a deposit liability of the 
bank in which such funds are so deposited by such fiduciary bank. The 
Board of Directors shall have power by regulation to prescribe the 
manner of reporting and of depositing such trust funds. 

Src. 8. (a) Any insured bank (except a national member bank or 
State member bank) may, upon not less than ninety days’ written no- 
tice to the Corporation, and to the Reconstruction Finance Corpora- 
tion if it owns or holds as pledgee any preferred stock, capital notes, 
or debentures of such bank, terminate its status as an insured bank. 
Whenever the Board of Directors shall find that an insured bank or 
its directors or trustees have continued unsafe or unsound practices 
in conducting the business of such bank, or have knowingly or negli- 
gently permitted any of its officers or agents to violate any provision 
of any law or regulation to which the insured bank is subject, the 
Board of Directors shall first give to the Comptroller of the Currency 
in the case of a national bank or a District bank, to the authority 
having supervision of the bank in the case of a State bank, or to 
the Board of Governors of the Federal Reserve System in the case of 
a State member bank, a statement with respect to such practices or 
violations for the purpose of securing the correction thereof and shall 
give a copy thereof to the bank. Unless such correction shall be made 
within one hundred and twenty days or such shorter period of time 
as the Comptroller of the Currency, the State authority, or Board 
of Governors of the Federal Reserve System, as the case may be, shall 
require, the Board of Directors, if it shall determine to proceed fur- 
ther, shall give to the bank not less than thirty days’ written notice 
of intention to terminate the status of the bank as an insured bank, 
and shall fix a time and place for a hearing before the Board of 
Directors or before a person designated by it to conduct such hear- 
ing, at which evidence may be produced, and upon such evidence 
the Board of Directors shall sath a written findings which shall be 
conclusive. Unless the bank shall appear at the hearing by a duly 
authorized representative, it shall be deemed to have consented to 
the termination of its status as an insured bank. If the Board of 
Directors shall find that any unsafe or unsound practice or violation 
specified in such notice has been established and has not been corrected 
within the time above prescribed in which to make such corrections, 
the Board of Directors may order that the insured status of the bank 
be terminated on a date subsequent to such finding and to the expira- 
tion of the time specified in such notice of intention. The Corporation 
may publish notice of such termination and the bank shall give notice 
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of such termination to each of its depositors at his last address of 
record on the books of the bank, in such manner and at such time 
as the Board of Directors may find to be necessary and may order 
for the protection of depositors. After the termination of the insured 
status of any bank under the provisions of this subsection, the insured 
depositors of each depositor in the bank on the date of such termi- 
nation, less all subsequent withdrawals from any deposits of such 
depositor, shall continue for a period of two years to be insured, and 
the bank shall continue to pay to the Corporation assessments as 
in the case of an insured bank during such period. No additions 
to any such deposits and no new deposits in such bank made after 
the date of such termination shall be insured by the Corporation, and 
the bank shall not advertise or hold itself out as having insured 


deposits unless in the same connection it shall also state with equal 
prominence that such additions to deposits and new deposits made 


after such date are not so insured. Such bank shall, im all other 
respects, be subject to the duties and obligations of an insured bank 
for the period of two years from the date of such termination, and 
in the event that such bank shall be closed on account of inability to 
meet the demands of its depositors within such period of two years, 
the Corporation shall have the same powers and rights with respect 
to such bank as in case of an insured bank. 

(b) Whenever the insured status of a State member bank shall be 
terminated by action of the Board of Directors, the Board of Governors 
of the Federal Reserve System shall terminate its membership in the 
Federal Reserve System in accordance with the provisions of section 9 
of the Federal Reserve Act, and whenever the insured status of a na- 
tional member bank shall be so terminated the Comptroller of the Cur- 
rency shall appoint a receiver for the bank, which shall be the Corpora- 
tion. Exeept as provided in subsection (b) of section 4, whenever a 
member bank shall cease to be a member of the Federal Reserve Sys- 
tem, its status as an insured bank shall, without notice or other action 
by the Board of Directors, terminate on the date the bank shall cease 
to be a member of the Federal Reserve System, with like effect as if its 
insured status had been terminated on said date by the Board of Di- 
rectors after proceedings under subsection (a) of this section. 

(c) Notwithstanding any other provision of law, whenever the 
Board of Directors shall determine that an insured banking institution 
is not engaged in the business of receiving deposits, other than trust 
funds as herein defined, the Corporation shall notify the banking in- 
stitution that its insured status will terminate at the expiration of the 
first full semiannual assessment period following such notice. <A find- 
ing by the Board of Directors that a banking institution is not engaged 
in the business of receiving deposits, other than such trust funds, shall 
be conclusive. The Board of Directors shall prescribe the notice to be 
given by the banking institution of such termination and the Corpora- 
tion may publish notice thereof. U pon the termination of the insured 
status of any such banking institution. its deposits shall thereupon 
cease to be insured and the banking institution shall thereafter be re- 
lieved of all future obligations to the Corporation, including the 
obligation to pay future assessments. 

(d) Whenever the liabilities of an insured bank for deposits shall 
have been assumed by another insured bank or banks, the insured 
status of the bank whose liabilities are so assumed shall terminate on 
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the date of receipt by the Corporation of satisfactory evidence of such 
assumption with like effect as if its insured status had been terminated 
on said date by the Board of Directors after proceedings under sub- 
section (a) of this section: Provided, That if the bank whose liabilities 
are so assumed gives to its depositors notice of such assumption within 
thirty days after such assumption takes effect, by publication or by 
any reasonable means, in accordance with regulations to be prescribed 
by the Board of Directors, the insurance of its deposits shall terminate 
at the end of six months from the date such assumption takes effect. 
Such bank shall be subject to the duties and obligations of an insured 
bank for the period its deposits are insured: Provided, That if the 
deposits are assumed by a newly insured bank, the bank whose deposits 
are assumed shall not be required to pay any assessment upon the de- 
posits which have been so assumed after the semiannual period in 
which the assumption takes effect. 

Sec. 9. Upon the date of enactment of the Banking Act of 1933, 
the Corporation shall become a body corporate and as such shall have 
power— 

First. To adopt and use a corporate seal. 

Second. To have succession until dissolved by an Act of Congress. 

Third. To make contracts. 

Fourth. To sue and be sued, complain and defend, in any court of 
law or equity, State or Federal. All suits of a civil nature at common 
law or in equity to which the Corporation shall be a party shall be 
deemed to arise under the laws of the United States: Provided, That 
any such suit to which the Corporation is a party in its capacity as 
receiver of a State bank and which involves only the rights or obliga- 
tions of depositors, creditors, stockholders, and such State bank under 
State law shall not be deemed to arise under the laws of the United 
States. No attachment or execution shall be issued against the Cor- 
poration or its property before final judgment in any suit, action, or 
proceeding in any State, county, municipal, or United States court. 
The Board of Directors shall designate an agent upon whom service 
of process may be made in any State, Territory, or jurisdiction in 
which any insured bank is located. 

Fifth. To appoint by its Board of Directors such officers and em- 
ployees as are not otherwise provided for in this Act, to define their 
duties, fix their compensation, require bonds of them and fix the 
penalty thereof, and to dismiss at pleasure such officers or employees. 
Nothing in this or any other Act shall be construed to prevent the 
appointment and compensation as an officer or employee of the Cor- 
poration of any officer or employee of the United States in any board, 
commission, independent establishment, or executive department 
thereof. 

Sixth. To prescribe, by its Board of Directors, bylaws not incon- 
sistent with law, regulating the manner in which its general business 
may be conducted, and the privileges granted to it by law may be 
exercised and enjoyed. 

Seventh. To exercise by its Board of Directors, or duly authorized 
officers or agents, all powers specifically granted by the provisions of 
this Act, and such incidental powers as shall be necessary to carry out 
the powers so granted. 

Eighth. To make examinations of and to require information and 
reports from banks, as provided in this Act. 
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Ninth. To act as receiver. 

Tenth. To prescribe by its Board of Directors such rules and regu- 
lations as it may deem necessary to carry out the provisions of this Act. 

Sec. 10. (a) The Board of Directors shall administer the affairs of 
the Corporation fairly and impartially and without discrimination. 
The Board of Directors of the Corporation shall determine and pre- 
scribe the manner in which its obligations shall be incurred and its 
expenses allowed and paid. The Corporation shall be entitled to the 
free use of the United States mails in the same manner as the executive 
departments of the Government. The Corporation with the consent 
of any Federal Reserve bank or of any board, commission, independent 
establishment, or executive department of the Government, including 
any field service thereof, may avail itself of the use of information, 
services, and facilities thereof in carrying out the provisions of this 
Act. 

(b) The Board of Directors shall appoint examiners who shall have 
power, on behalf of the Corporation, to examine any insured State 
nonmember bank (except a District bank), any State nonmember 
bank making application to become an insured bank, and any closed 
insured bank, whenever in the judgment of the Board of Directors an 
examination of the bank is necessary. In addition to the examinations 
provided for in the preceding sentence, such examiners shall have like 
power to make special examination of any State member bank and any 
national bank or District bank, whenever in the judgment of the Board 
of Directors such special examination is necessary to determine the 
condition of any such bank for insurancce purposes. Each such ex- 
aminer shall have power to make a thorough examination of all the 
affairs of the bank and in doing so he shall have power to administer 
oaths and to examine and take and preserve the testimony of any of 
the officers and agents thereof, and shall make a full and detailed re- 
port of the condition of the bank to the C orporation. The Board of 
Directors in like manner shall appoint claim agents who shall have 
power to investigate and examine all claims for insured deposits and 
transferred deposits. Each claim agent shall have power to ad- 
minister oaths and to examine under oath and take and preserve the 
testimony of any persons relating to such claims. 

(c) For the purpose of any hearing under this Act, the Board of 
Directors, any member thereof or any person designated by the Board 
of Directors to conduct any such hearing, is empowered to administer 
oaths and affirmations, subpena any officer or employee of the insured 
bank, compel his attendance, take evidence, take depositions and re- 
quire the production of any boks, records, or other papers of the in- 
sured lk which are relevant or material to the inquiry. For the 
purpose of any hearing, examination, or investigation under this Act, 
the Board of Directors may apply to any judge or clerk of any court. 
of the United States within the jurisdiction of which such hearing, 
examination, or investigation is carried on, or where such person 
resides or carries on business, to issue a subpena commanding each 
person to whom it is directed to attend and give testimony or for the 
taking of his deposition and to produce books, records, or other papers 
relevant or material to such hearing, examination, or investigation at 
a time and place and before a person therein specified. Such attend- 
ance of witnesses and the production of any such papers may be re- 
quired from any place in any State or in any Territory or other place 
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subject to the jurisdiction of the United States at any designated 
place where such a hearing is being held or such ex xamination or in- 
vestigation is being made: Prov ide d, however, That the production 
of a person’s documents at any place other than his place of business 
shall not be required in any case in which, prior to the return date 
specified in the subpena with respect thereto, such person either has 
furnished as directed a copy of such documents (certified by such 
person under oath to be a true and correct copy) or has entered into 
a stipulation with any authorized representative of the Corporation 
as to the information contained in such documents. Witnesses sub- 
penaed under this section shall be paid the same fees and mileage 
that are paid witnesses in the district courts of the United States. 

(d) In cases of refusal to obey a subpena issued to, or contumacy 
by, any person, the Board of Directors may invoke the aid of any court 
of the United States within the jurisdiction of which such hearing, 
examination or investigation is carried on, or where such person resides 
or carries on business, in requiring the attendance and testimony of 
witnesses and the production of books, records, or other papers. And 
such court may issue an order requiring such person to appear before 
the Board of Directors or members or persons designated by the Board 
of Directors, there to produce records, if so ordered, or to give testi- 
mony touching the matter in question; and any failure to “obey such 
order of the court may be punished by such court as a contempt thereof. 
All process in any such case may be served in the judicial district 
whereof such persons is an inhabitant or carries on business or wher- 
ever he may be found. No person shall be excused from attending 
and testifying or from producing books, records, or other papers in 
obedience to a subpena issued under the authority of this Act on the 
ground that the testimony or evidence, doc umentary or otherwise, 
required of him may tend to incriminate him or subject him to penalty 
or forfeiture; but no individual shall be prosecuted or subject to any 
penalty or forfeiture for or on account of any transaction, matter, or 
thing concerning which he is compelled to testify or produce evidence, 
documentary or otherwise, after having claimed his privilege against 
self-incrimination, except that such individual so testfying shall not 
be exempt from prosecution and punishment for perjury committed 
in so testifying. 

(e) Each insured State nonmember bank (except a District bank) 
shall make to the Corporation reports of condition in such form and 
at such times as the Board of Directors may require. The Board of 
Directors may require such reports to be published in such manner, 
not inconsistent with any applicable law, as it may direct. Every such 
bank which fails to make or publish any such report within such time, 
not less than five days, as the Board of Directors may require, shall be 
subject to a penalty of not more than $100 for each day of such failure 
recoverable by the Corporation for its use. 

(f) The Corporation shall have access to reports of examination 
made by, and reports of condition made to, the Comptroller of the 
Currency or any Federal Reserve bank, may accept any report made 
by or to any commission, board, or authority having supervision of 
a State nonmember bank (except a District. bank), and may furnish 
to the Comptroller of the Currency, to any Federal Reserve bank, and 
to any suc a commission, board, or authority, reports of examinations 
made on behalf of, and reports of condition made to, the Cor poration. 
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) The Corporation may cause any and all records, papers, or 
documents kept by it or in its possession or custody to be photographed 
or microphotogr aphed or otherwise reproduc ed upon film, which 
photographic film shall comply with the minimum standards of qual- 


) 
ty, approved for permanent photographic records by the National 
Bureau of Standards. Such photographs, microphotogra phs, or 
ph togatablitc film or copies thereof shall be deemed to be an original 
record for all purposes, including introduction in evidence in all State 
ind Federal courts or administrative agencies and shall be admissible 
to prove any act, transaction, occurrence, or event therein recorded, 
Such photogr aphs, microphotographs, or reproductions shall be pre 
served in such manner as the Board of Directors of the Corporation 
shall preseribe and the original records, papers, or documents may be 
destroyed or otherwise disposed of as the Board shall direct. 

See. 11. (a) The Temporary Federal Deposit Insurance Fund and 

e . und For Mutuals heretofore created pursuant to the provisions 
a ction 12B of the Federal Reserve Act, as amended, are hereby 
consolidated into a Permanent Insurance Fund for insuring deposits, 
and the assets therein shall be held by the Corporation for the uses 
and purposes of the Corporation: Provided, That the obligations to 
and rights of the Corporation, depositors, banks, and other persons 
arising out of any event or transaction prior to the effective date of 
this amendment shall remain unimpaired. On and after August 23, 
1935, the C orporation shall insure the deposits of all insured banks 
as provided in this Act: Provided further, That the insurance shall 
apply only to deposits of insured banks which have been made avail- 
able since March 10, 1933, for withdrawal in the usual course of the 
banking business: Provided further, That if any insured bank shall, 
without the consent of the Cor poration, release or modify restrictions 
on or deferments of deposits which had not been made available for 
withdrawal in the usual course of the banking business on or before 
\ugust 23, 1935, such deposits shall not be insured. The maximum 

amount of the insured deposit of any depositor shall be $10,000: And 
provided further, That in the case of banks ¢ ‘losing prior to the etfec- 
tive date of this amendment, the maximum amount of the insured 
deposit of any depositor shall be $5,000. 

(b) For the purposes of this Act an insured bank shall be deemed 
to have been closed on account of inability to meet the demands of its 
depositors in any case in which it has been closed for the purpose of 
liquidation without adequate provision being made for payment of its 
depositors. 

(c) Notwithstanding any other provision of law, whenever the 
Comptroller of the Currency shall appoint a receiver other than a con- 
servator of any insured national bank or insured District bank, or of 
any noninsured national bank or District bank hereafter closed, he 
shall appoint the Corporation receiver for such closed bank. 

(d) Notwithstanding any other provision of law, it shall be the duty 
of the Corporation as such receiver to cause notice to be given, by ad- 
vertisement in such newspapers as it may direct, to all persons having 
claims against such closed bank pursuant to section 5235 of the Revised 
Statutes (U.S. C., title 12, sec. 193) ; to realize upon the assets of such 
closed bank, having due regard to the condition of credit in the local- 
ity; to enforce the indiv idual li: ability of the stockholders and direc- 
tors thereof; and to wind up the affairs of such closed bank in con- 
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formity with the provisions of law relating to the liquidation of closed 
national banks, except as herein otherwise provided. The Corpora- 
tion as such receiver shall pay to itself for its own account such portion 
of the amounts realized from such liquidation as it shall be entitled 
to receive on account of its subrogation to the claims of depositors, and 
it shall pay to depositors and other creditors the net amounts available 
for distribution to them. The Corporation as such receiver, however, 
may, in its discretion, pay dividends on proved claims at any time after 
the expiration of the period of advertisement made pursuant to the 
aforesaid section of the Revised Statutes, and no liability shall attach 
to the Corporation itself or as such receiver by reason of any such pay- 
ment for failure to pay dividends to a claimant whose claim is not 
proved at the time of any such payment. With respect to any such 
closed bank, the Corporation as such receiver shall have all the rights, 
powers, and privileges now possessed by or hereafter granted by law 
to a receiver of a ni ational bank or District bank and not withstanding 
any other provision of law in the exercise of such rights, powers, and 
privileges the Corporation shall not be subject to the direction or 
supervision of the Secretary of the Treasury or the Comptroller of 
the Currency. 

(e) Whenever any insured State bank (except a District bank) shall 
have been closed by action of its board of directors or by the authority 
having supervision of such bank, as the case may be, on account of 
inability to meet the demands of its depositors, the Corporation shall 
accept appointment as receiver thereof, 1f such appointment is tendered 
by the authority having supervision of such bank and is authorized or 
permitted by State law. With respect to any such insured State bank, 
the Corpor ation as such receiver shall possess all the rights, powers 
and privileges granted by State law to a receiver of a State bank. 

(f) W henever an insured bank shall have been closed on account of 
inability to meet the demands of its depositors, payment of the insured 
deposits in such bank shall be made by the Corporation as soon as pos- 
sible, subject to the provisions of subsection (g) of this section either 
(1) by cash or (2) by making available to each depositor a transferred 
deposit in a new bank in the same community or in another insured 
bank in an amount equal to the insured deposit of such depositor: 
Provided, That the Corporation, in its discretion, may require proof 
of claims to be filed before paying the insured deposits, and that in 
any case where the Corporation is not satisfied as to the validity of a 
claim for an insured deposit, it may require the final determination 
of a court of competent jurisdiction before paying such claim. 

(gz) Inthe case of a closed national bank or District bank, the Cor- 
poration, upon the payment to any depositor as provided in subsec- 
tion (f) of this section, shall be subrogated to all rights of the depositor 
against the closed bank to the extent “of such payment. In the case of 
any other closed insured bank, the C orporation shall not make any 
payment to any depositor until the right of the Corporation to be sub- 
rogated to the rights of such depositor on the same basis as provided 
in the case of a closed national bank under this Act shall have been 
recognized either by express provision of State law, by allowance of 
claims by the authority having supervision of such bank, by assign- 
ment of claims by depositors, or by any other effective method. In the 

case of any closed insured bank, such subrogation shall include the 
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right on the part of the Corporation to receive the same dividends from 
the proceeds of the assets of such closed bank and recoveries on account 
of stockholders’ liability as would have been payable to the de ‘positor 
on a claim for the insured deposit, but such depositor shall retain his 
claim for any uninsured portion of his deposit: ?rovided, That, with 
respect to any bank which closes after May 25, 1938, the Corporation 
shall waive, in favor only of any person against whom stockholders’ 
individual liability may be asserted, any claim on account of such 
liability in excess of the liability, if any, to the bank or its creditors, 
for the amount unpaid upon his stock in such bank; but any suc! 
waiver shall be effected in such manner ad on such terms and condi 
tions as will not increase recoveries or dividends on account of claims 
to which the Corporation is not subrogated: Provided further, That 
the rights of depositors and other creditors of any State bank shall be 
determined in accordance with the applicable provisions of State law. 

(h) As soon as possible after the closing of an insured bank, the 
Corporation, if it finds that it is advisable and in the interest of the 
depositors of the closed bank or the public, shall organize a new na- 
tional bank to assume the insured deposits of such closed bank and 
otherwise to perform temporarily the functions hereinafter provided 
for. The new bank shall have its place of business in the same com- 
munity as the closed bank. 

(i) The articles of association and the organization certificate of 
the new bank shall be executed by representatives designated by the 
Corporation. No capital stock need be paid in by the C orporation. 
The new bank shall not have a board of direc om but shall be managed 
by an executive officer appointed by the Board of Directors of the 
Corporation who shall be subject to its directions. In all other respects 
the new bank shall be organized in accordance with the then existing 
provisions of law relating to the organization of national banking 
associations. The new bank may, with the approval of the Corpora- 
tion, accept new deposits which shall be subject to withdrawal on 
demand and which, except where the new bank is the only bank in the 
community, shall not exceed $10,000 from any depositor. The new 
bank, without application to or approval by the Corporation, shall 
be an insured bank and shall maintain on deposit with the Federal 
Reserve bank of its district reserves in the amount required by law for 
member banks, but it shall not be required to subscribe for stock of 
the Federal Reserve bank. Funds of the new bank shall be kept on 
hand in cash, invested in obligations of the United States, or in obliga- 
tions guaranteed as to principal and interest by the United States, or 
deposited with the Corporation, with a Federal Reserve bank, or, to 
the extent of the insurance coverage thereon, with an insured bank. 
The new bank, unless otherwise authorized by the Comptroller of the 
Currency, shall transact no business except that authorized by this 
Act and as may be incidental to its organization. Notwithstanding 
any other provision of law the new bank, its franchise, property, and 
income shall be exempt from all taxation now or herafter imposed by 
the United States, by any Territory, dependency, or possession thereof, 
or by any State, county, municipality, or local taxing authority. 

(j) Upon the organization of a new bank, the Corporation shall 
promptly make available to it an amount equal to the estimated in- 
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sured deposits of such closed bank plus the estimated amount of the 
expenses of operating the new bank, and shall determine as soon as 
possible the amount due each depositor for his insured deposit in the 
closed bank, and the total expenses of operation of the new bank, 
Upon such determination, the amount so estimated and made available 
shall be adjusted to conform to the amounts so determined. Earnings 
of the new bank shall be paid over or credited to the Corporation in, 
such adjustment. If any new bank, during the period it continues 
its status as such, sustains any losses with respect to which it is not 
effectively protected except by reason of being an insured bank, the 
Corporation shall furnish to it additional funds in the amount of such 
losses. ‘The new bank shall assume as transferred deposits the pay- 

ment of the insured deposits of such closed bank to each of its de. 
positors. Of the amounts so made available, the Corporation sha!! 

transfer to the new bank, in cash, such sums as may be necessary to 
enable it to meet its expenses of operation and immediate cash demands 
on such transferred deposits, and the remainder of such amounts shall 
be subject to withdrawal by the new bank on demand. 

(k) Whenever in the judgment of the Board of Directors it is de- 
sirable to do so, the Corporation shall cause capital stock of the new 
bank to be offered for sale on such terms and conditions as the Board 
of Directors shall deem advisable in an amount sufficient, in the opinion 
of the Board of Directors, to make possible the conduct of the busi- 
ness of the new bank on a sound basis, but in no event less than that 
required by section 5138 of the Revised Statutes, as amended (U.S.C., 
title 12, sec. 51), for the organization of a national bank in the pl: we 
where such new bank is located. The stockholders of the closed in- 
sured bank shall be given the first opportunity to purchase any shares 
of common stock so offered. Upon proof that an adequate amount 
of capital stock in the new bank has been subseribed and paid for in 
‘ash, the Comptroller of the Currency shall require the articles of 
association and the organization certificate to be amended to conform 
to the requirements for the organization of a national bank, and there- 
after, when the requirements ‘of law with respect to the organization 
of a national bank have been complied with, he shall issue to the bank 
a certificate of authority to commence business, and thereupon the bank 
shall cease to have the status of a new bank, shall be managed by direc- 
tors elected by its own shareholders and may exercise all the powers 
granted by law, and it shall be subject to all the provisions of law 
relating to national banks. Such bank shall thereafter be an insured 
national bank, without certification to or approval by the Corporation, 

(1) If the capital stock of the new bank is not offered for sale, or if 
an adequate amount of capital for such new bank is not subscribed and 
paid for, the Board of Directors may offer to transfer its business to 
any insured bank in the same community which will take over its assets 
assume its liabilities, and pay to the Corporation for such business such 
amount as the Board of Directors may deem adequate; or the Board 
of Directors in its discretion may change the location of the new bank 
to the office of the Corporation or to some other place or may at any 
time wind up its affairs as herein provided. Unless the capital stock of 
the new bank is sold or its assets are taken over and its liabilities are 
assumed by an insured bank as above provided within two years from 
the date of its organization, the Corporation shall wind up the affairs 
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f such bank, after giving such notice, if any, as the Comptroller of the 
Currency may require, and shall certify to the Comptroller of the Cur- 
v the termination of the new bank. Thereafter the Corporation 
be hable for the obligations of such bank and shall be the owner 
ts assets. The provisions of sections 5220 and 5221 of the Revised 
Statutes (U.S. C., title 12, secs. 181 and 182) shall not apply to such 

y banks, 

c. 12. (a) Notwithstanding any other provision of law, the Cor- 

ration as receiver of a closed national bank or District bank shall not 

« required to furnish bond and shall have the right to appoint an 

gent or agents to assist it in its duties as such receiver, and all fees, 

ompensation, and expenses of liquidation and administration thereof 

|! be fixed by the Corporation, and may be paid by it out of funds 
ing into its possession as such receiver. 

(b) Payment of an insured deposit to any person by the Corporation 
shall discharge the Corporation, and payment of a transfe eed leposit 
to any person by the new bank or by an insured bank in which a trans- 

red deposit has been made av ailable shall discharge the Corporation 

id such new bank or other insured bank, to the same extent that Ni ay- 
nent to such person by the closed bank would have discharged it from 
ability for the insured deposit. 

c) E xcept as otherwise prescribed by the Board of Directors, 
neither the Corportion nor such new bank or other insured bank shall 
be required to recognize as the owner of any portion of a deposit ap- 
pearing on the records of the closed bank under a name other than that 

f the claimant, any person whose name or interest as such owner is not 
isclosed on the records of such closed bank as part owner of said de- 
osit, if such recognition would increase the aggregate amount of the 

insured deposits in such closed bank. 

(d) The Corporation may withhold payment of such portion of the 

nsured deposit of any depositor in a closed bank as n ay be required 
to provide for the payment of any liability of such depositor as a 

stockholder of the closed bank, or of any lis ability of such de ‘positor 
to the closed bank or its receiver, which is not offset against a claim 
due from such bank, pending the ‘determination and payment of such 
liability by such depositor or any other person liable therefor. 

(e) If, after the Corporation shall have given at least three months’ 
notice to the depositor by mailing a copy thereof to his last-known 
address appearing on the records of the closed bank, any depositor in 

e closed bank shai! fail to claim his insured deposit from the Cor- 
poration within eighteen months after the appointment of the receiver 
for the closed bank, or shall fail within such period to claim or arrange 
to continue the transferred deposit with the new bank or with the 
other insured. bank which assumes liability therefor, all rights of the 
depositor against the Corporation with respect to the insured deposit, 
and against the new bank and such other insured bank with respect 
to the transferred deposit, shall be barred, and all rights of the de- 
positor against the closed bank and its shareholders, or the receivership 
estate to which the Cor por ation may have become subrogated, shall 
thereupon revert to the depositor. The amount of any trainsferred 
deposits not claimed within such eighteen months’ period shall be 

refunded to the Corporation. 

Sec. 13. (a) Money of the Corporation not otherwise employed shall 

e invested in obligations of the United States or in obligations guar- 
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anteed as to principal and interest by the United States: Provided. 
That the Corporation shall not sell or purchase any such obligations 
for its own account and in its own right and interest, at any one time 
aggregating in excess of $100,000, w ithout the approval of ‘the Secre. 
tary of thee Treasur y: And prow ided furthe r, That the § Secretary of 
the Treasury may waive the requirement of his approval with respect 
to any transaction or classes of transactions subject to the provisions 
of this subsection for such period of time and under such conditions 
as he may determine. 

(b) The banking or checking accounts of the Corporation shall be 
kept with the Treasurer of the United States, or, with the approval of 
the Secretary of the Treasury, with a Federal Reserve bank, or with 
a bank designated as a depositary or fiscal agent of the United States: 
Provided, That the Secretar y of the Treasury may waive the require 
ments of this subsection under such conditions as he may determine: 
And provided further, That this subsection shall not apply to the es- 
tablishment and maintenance in any bank for temporary purposes of 
banking and checking accounts not in excess of $50,000 in any one bank 
or to the establishment and maintenance in any bank of any banking 
and checking accounts to facilitate the payment of insured deposits, o1 
the making of loans to, or the purchase of assets of, insured banks. 
When designated for that purpose by the Secretary of the Treasury, 
the Corporation shall be a depositary of public moneys, except rec eipts 
from customs, under such regulations as may be prescribed by the said 
Secretary, and may also be employed as a financial agent of the Gov- 
ernment. It shall perform all such reasonable duties as depositary of 
public moneys and financial agent of the Government as may be re- 
quired of it. 

(c) In order to reopen a closed insured bank or, when the Corpora 
tion has determined that an insured bank is in danger of closing, in 
order to prevent such closing, the Corporation, in the discretion of its 
Board of Directors, is authorized to make loans to, or purchase the 
assets of, or make deposits in, such insured bank, upon such terms and 
conditions as the Board of Directors may prescribe, when in the opin- 
ion of the Board of Directors the continued operation of such bank is 
essential to provide adequate banking service in the community. Such 
loans and deposits may be in subordination to the rights of depositors 
and other creditors. 

(d) Receivers or liquidators of insured banks closed on account of 
inability to meet the demands of their depositors shall be entitled to 
offer the assets of such banks for sale to the Corpor ation or as security 
for loans from the Corporation, upon receiving permision from the 
appr opri: ite State authority in accordance w ith express provisions of 
State law in the case of insured State banks. The proceeds of ever) 
such sale or loan shall be utilized for the same purposes and in the same 
manner as other funds realized from the liquidation of the assets of 
such banks. In any case where prior to the effective date of this amend- 
ment, the Comptroller of the Currency has appointed a receiver of 3 
closed national bank other than the Corporation, he may, in his discre- 
tion, pay dividends on proved claims at any time after the expiration 
of the period of adv end made pursuant to section 5235 of the 
Revised Statutes (U.S. C., title 12, sec. 193), and no liability shall 
attach to the ¢ en of the C urrency or to the receiver of any 
such national bank by reason of any such payment for failure to pay 
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lividends to a claimant whose claim is not proved at the time of any 
such payment. The Corporation, in its discretion, may make loans on 
the security of or may purchase and liquidate or sell any part of the 
assets of an insured bank which is now or may hereafter be closed on 
account of inability to meet the demands of its depositors, but in any 
case in which the Corporation is acting as receiver of a closer insured 
bank, no such loan or purchase shall ‘be made without the approval 
of a court of ¢ ompetent Jur isdiction. 

(e) Whenever in the judgment of the Board of Directors such action 
will reduce the risk or avert a threatened loss to the Corporation and 
will facilitate a merger or consolidation of an insured bank with an- 
other insured bank, or will facilitate the sale of the assets of an open 
or closed insured bank to and assumption of its liabilities by another 
insured bank, the Corporation may, upon such terms and conditions 
as it may determine, make loans secured in whole or in part by assets 
of an open or closed insured bank, which loans may be in subordination 
to the rights of depositors and other creditors, or the Corporation may 
purchase any such assets or may guarantee any other imsured bank 
against loss by reason of its assuming the liabilities and purchasing 
the assets of an open or closed insured bank. Any insured national 
bank or District bank, or the Corporation as receiver thereof, is 
authorized to contract for such sales or loans and to pledge any assets 
of the bank to secure such loans. 

No agreement which tends to diminish or defeat the right, title or 
interest of the Corporation in any asset acquired by it under this sec- 
tion, either as security for a loan or by purchase, shall be valid against 
the Corporation unless such agreement (1) shall be in writing, (2) 
shall have been executed by the : bank and the person or persons claim- 
ing an adverse interest thereunder, including the obligor, contempo- 
raneously with the acquisition of the asset by | the bank, (3) shall have 
been approved by the board of directors of the bank or its loan com- 
mittee, which approval shall be reflected in the minutes of said board 
or committee, and (4) shall have been, continuously, from the time 
of its execution, an official record of the bank. 

(f) Prior to July 1, 1951, the C orpor ation shall pay out of its capital 
account to the Secretary of the Treasury an amount equal to 2 per 
centum simple interest per annum on amounts advanced to the Cor- 
poration on stock subscriptions by the Secretary of the Treasury and 
the Federal Reserve banks, from the time of such advances until the 
«mounts thereof were repaid. The amount payable hereunder shall be 
paid in two equal installments, the first installment to be paid prior 
to December 31, 1950. 

Sec. 14. The Cor poration is authorized to borrow from the Treasury, 
and the Secretary of the Treasury is authorized and directed to loan to 
the Corporation on such terms as may be fixed by the Corporation and 
the Secretary, such funds as in the judgment of the Board of Directors 
of the Corporation are from time to time required for insurance pur- 
poses, not exceeding in the aggregate $3,000,000,000 outstanding at any 
one time: Provided, That the rate of interest to be charged in connec- 
tion with any loan made pursuant to this section shall not be less than 
the current average rate on outstanding marketable and nonmarketable 
obligations of the United States as of the last day of the month preced- 
ing the making of such loan. For such purpose the Secretary of the 
Treasury is authorized to use as a public-debt transaction the proceeds 
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of the sale of any securities hereafter issued under the Second Liberty 
Bond Act, as amended, and the purposes for which securities may by 
issued under the Second Liberty Bond Act, as amended, are extended 
to include such loans. Any such loan shall be used by the Corporatior 
solely in carrying out its functions with respect to such insurance. All 
loans and repayments under this section shall be treated as public-debt 
transactions of the United States. 

Sec. 15. All notes, debentures, bonds, or other such obligations issued 
by the Corporation shall be exempt, both as to principal and interest, 
from all taxation (except estate and inheritance taxes) now or here- 
after imposed by the United States, by any Territory, dependency, or 
possession thereof, or by any State, county, municipality, or local tax- 
ing authority: Provided, That interest upon or any income from an) 
such obligations and gain from the sale or other disposition of such 
obligations shall not have any exemption, as such, and loss from the sale 
or other disposition of such obligations shall not have any special treat- 
ment, as such, under the Internal Revenue Code, or laws amendatory or 
supplementary thereto. The Corporation, including its franchise, its 
-apital, reserves, and surplus, and its income, shall be exempt from al! 
taxation now or hereafter imposed by the United States, by any Terri- 
tory, dependency, or possession thereof, or by any State, county, munic- 
ipality, or local taxing authority, except that any real property of the 
Corporation shall be subject to State, Territorial, county, municipal, 01 
local taxation to the same extent according to its value as other real 
property is taxed. 

Sec. 16. In order that the Corporation may be supplied with such 
forms of notes, debentures, bonds, or other such obligations as it may 
need for issuance under this Act, the Secretary of the Treasury is 
authorized to prepare such forms as shall be suitable and approved by 
the Corporation, to be held in the Treasury subject to delivery, upon 
order of the Corporation. The engraved plates, dies, bed pieces, and 
other material executed in connection therewith shall remain in the 
custody of the Secretary of the Treasury. The Corporation shall reim- 
burse the Secretary of the Treasury for any expenses incurred in the 
preparation, custody, and delivery of such notes, debentures, bonds, or 
other such obligations. 

Src. 17. (a) The Corporation shall annually make a report of its 
operations to the Congress as soon as practicable after the Ist day of 
January in each year. 

(b) The financial transactions of the Corporation shall be audited 
by the General Accounting Office in accordance with the principles 
and procedures applicable to commercial corporate transactions and 
under such rules and regulations as may be prescribed by the Comp- 
troller General of the United States. The audit shall be conducted 
at the place or places where accounts of the Corporation are normally 
kept. The representatives of the General Accounting Office shall 
have access to all books, accounts, records, reports, files, and all other 
papers, things, or property belonging to or in use by the Corporation 
pertaining to its financial transactions and necessary to facilitate the 
audit, and they shall be afforded full facilities for verifying trans- 
actions with the balances or securities held by depositaries, fiscal 
agents, and custodians. All such books, accounts, records, reports. 
files, papers, and property of the Corporation shall remain in pos- 
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session and custody of the Corporation. The audit shall begin with 
financial transactions occurring on and after August 31, 1948. 

(c) A report of the audit for each fiscal year ending on June 30 
shall be made by the Comptroller General to the Congress not later 
than January 15 following the close of such fiscal year. On or before 
December 15 following such fiscal year the Comptroller General shall 
furnish the Corporation a short form report showing the financial 
position of the Corporation at the close of the fiscal year. The report 
to the Congress shall set forth the scope of the audit and shall include 
a statement of assets and liabilities and surplus or deficit ; a statement 
of surplus or deficit analysis; a statement of income and expenses; 
a statement of sources and application of funds and such comments 
and information as may be deemed necessary to inform Congress 
of the financial operations and condition of the Corporation, together 
with such recommendations with respect thereto as the Comptroller 
General may deem advisable. The report shall also show specifically 
any program, expenditure, or other financial transaction or under- 
taking observed in the course of the audit, which, in the opinion of 
the Comptroller General, has been carried on or made without author- 
ity of law. A copy of each report shall be furnished to the President, 
to the Secretary of the Treasury, and to the Corporation at the time 
submitted to the Congress. 

(d) For the purpose of conducting such audit the Comptroller Gen- 
eral is authorized in his discretion to employ by contract, without re- 
gard to section 3709 of the Revised Statutes, professional services of 
firms and organizations of certified public accountants, with the con- 
currence of the Corporation, for temporary periods or for special 
purposes. The Corporation shall reimburse the General Accounting 
Office for the cost of any such audit as billed therefor by the Comp- 
troller General, and the General Accounting Office shall deposit the 
sums so reimbursed into the Treasury as miscellaneous receipts. 

Sec. 18. (a) Every insured bank shall display at each place of busi- 
ness maintained by it a sign or signs, and shall include a statement to 
the effect that its deposits are insured by the Corporation in all of its 
advertisements: Provided, That the Board of Directors may exempt 
from this requirement advertisements which do not relate to deposits 
or when it is impractical to include such statement therein. The 
Board of Directors shall prescribe by regulation the forms of such 
signs and the manner of display and the substance of such statements 
and the manner of use. For each day an insured bank continues to 
violate any provisions of this subsection or any lawful provisions of 
said regulations, it shall be subject to a penalty of not more than $100, 
which the Corporation may recover for its use. 

(b) No insured bank shall pay any dividends on its capital stock or 
interest on its capital notes or debentures (if such interest is required 
to be paid only out of net profits) or distribute any of its capital 
assets while it remains in default in the payment of any assessment due 
to the Corporation ; and any director or officer of any insured bank who 
participates in the declaration or payment of any such dividend or 
interest or in any such distribution shall, upon conviction, be fined 
not more than $1,000 or imprisoned not more than one year, or both: 
Provided, That, if such default is due to a dispute between the insured 
bank and the Corporation over the amount of such assessment, this 
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subsection shall not apply, if such bank shall deposit security satisfac- 
tory to the Corporation for payment upon final determination of the 
issue. 

(c) Without prior written consent by the Corporation, no insured 
bank shall (1) merge or consolidate with any noninsured bank or 
institution or convert into a noninsured bank or institution or (2) as- 
sume liability to pay any deposits made in, or similar liabilities of, any 
noninsured bank or institution or (3) transfer assets to any noninsured 
bank or institution in consideration of the assumption of liabilities for 
any portion of the deposits made in such insured bank. No insured 
bank shall convert into an insured State bank if its capital stock or its 
surplus will be less than the capital stock or surplus, respectively, of 
the converting bank at the time of the shareholders’ meeting approving 
such conversion, without prior written consent by the Comptroller of 
the Currency if the resulting bank is to be a District bank, or by the 
Board of Governors of the Federal Reserve System if the resulting 
bank is to be a State member bank (except a District bank), or by the 
Corporation if the resulting bank is to be a State nonmember insured 
bank (except a District bank). No insured bank shall (i) merge 
or consolidate with an insured State bank under the charter of a State 
bank or (ii) assume liability to pay any deposits made in another 
insured bank, if the capital stock or surplus of the resulting or as- 
suming bank will be less than the aggregate capital stock or aggre- 
gate surplus, respectively, of all the merging or consolidating banks 
or of all the parties to the assumption of liabilities, at the time of the 
shareholders’ meeting which authorized the merger or consolidation 
or at the time of the assumption of liabilities, unless the Comptroller 
of the Currency shall give prior written consent if the assuming bank 
is to be a national bank or the assuming or resulting bank is to be 
District bank; or unless the Board of Governors of the Federal 
Reserve System gives prior written consent if the assuming or result- 
ing bank is to be a State member bank (except a District bank) ; or 
unless the Corporation gives prior written consent if the assuming 
or resulting bank is to be a nonmember insured bank (except a District 
bank). No insured State nonmember bank (except a District bank) 
shall, without the prior consent of the Corporation, reduce the amount 
or retire any part of its common or preferred capital stock, or retire 
any part of its capital notes or debentures. 

(d) No State nonmember insured bank (except a District bank) 
shall establish and operate any new branch unless it shall have the 
prior written consent of the Corporation, and no State nonmember 
insured bank (except a District bank) shall move its main office or any 
branch from one location to another without such consent. The fac- 
tors to be considered in granting or withholding the consent of the 
Corporation under this subsection shall be those enumerated in section 
6 of this Act. 

(e) The Corporation may require any insured bank to provide pro- 
tection and indemnity against burglary, defalcation, and other similar 
insurable losses. Whenever any insured bank refuses to comply with 
any such requirement the Corporation may contract for such protec- 
tion and indemnity and add the cost thereof to the assessment other- 
wise payable by such bank. 

(f) Whenever any insured bank (except a national bank or a Dis- 
trict bank), after written notice of the recommendations of the Corpo- 
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ration based on a report of examination of such bank by an examiner 
of the Corporation, shall fail to comply with such recommendations 
within one hundred and twenty days after such notice, the Corpora- 
tion shall have the power, and is hereby authorized, to publish only 
such part of such report of examination as relates to any recommenda- 
tion not complied with: Provided,.That notice of intention to:nmeke 
such publication shall be given to the bank at least ninety days before 
such publication is made. 

(g) The Board of Directors shall by regulation prohibit the pay- 
ment of interest on demand deposits in ‘Insured nonmember banks and 
for such purpose it may define the term “demand deposits”; but such 
exceptions from this prohibition shall be made as are now or may 
hereafter be prescribed with respect to deposits payable on demand 
in member banks by section 19 of the Federal Reserve Act, as amended, 
or by regulation of the Board of Governors of the Federal Reserve 
System. The Board of Directors shall from time to time limit by 
regulation the rates of interest or dividends which may be paid by 
insured nonmember banks on time and sav ings deposits, but such regu- 
lations shall be consistent with the contractual obligations of such 
banks to their depositors. For the purpose of fixing such rates of 
interest or dividends, the Board of Directors shall by regulation pre- 
scribe different rates for such payment on time and savings deposits 
having different maturities, or subject to different conditions respect 
ing withdrawal or repayment, or subject to different conditions by 
reason of different locations, or according to the varying discount rates 
of member banks in the several Federal Reserve districts. The Board 
of Directors shall by regulation define what constitutes time and sav- 
ings deposits in an insured nonmember bank. Such regulations shall 
prohibit any insured nonmember bank from paying any time deposit 
before its maturity except upon such conditions and in accordance 
with such rules and regulations as may be prescribed by the Board of 
Directors, and from waiving any requirement of notice before pay 
ment of any savings deposit except as to all savings deposits having 
the same requirement. For each violation of any provision of this 
subsection or any lawful provision of such regulations relating to the 
payment of interest or dividends on deposits or to withdrawal of 
deposits, the offending bank shall be subject to a penalty of not-more 
than $100, which the Cor poration may recover for its use. 

(h) Any insured bank which willfully fails or refuses to file any 
certified statement or pay any assessment required under this Act shail 
be subject to a penalty of not more than $100 for each di iy that such 
violations continue, which penalty the Corporation may recover for 
its use: Prvotded, That this subsection shall not be applicable under 
the circumstances stated in the proviso of subsection (b) of this sec- 
tion. 

Sec. 19. Except with the written consent of the Corporation, no per- 
son shall serve as a director, officer, or employee of an insured bank 
who has been convicted, or who is hereafter convie ted, of any’crimmal 
offense involving dishonesty or a breach of trust. For each willful 
violation of this prohibition, the bank involved shall be subject to a 
penalty of not more than $100 for each day this prohibition is violated, 
which the Cor poration may recover for its use. 

Sec. 20. It is not the purpose of this Act to discriminate in any 
manner against State nonmember banks and in favor of national or 
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member banks; but the purpose is to provide all banks with the same 
opportunity to obtain and enjoy the benefits of this Act. No bank 
shall be discriminated against because its capital stock is less than the 
amount required for eligibility for admission into the Federal Reserve 
System. 

Src. 21. The provisions of this Act limiting the insurance of the 
deposits of any depositor to a maximum less than the full amount shall 
be independent and separable from each ang all of the provisions of 


this Act. 
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FEDERAL HOME LOAN BANK ACT 
Approved July 22, 1932 (47 Stat. 725, 12 U.S. C, 1421) 
DEFINITIONS 


Sec. 2. As used in this Act— 

1) The term “board” means the Federal Home Loan Bank Board. 

(2) The term “Federal Home Loan Bank” means a bank estab- 
lished by the board under authority of this Act. 

(3) The term “State” includes the District of Columbia, Guam, 
Puerto Rico, the Virgin Islands of the United States, and the Terri- 
tories of Alaska and Hawaii. 

(4) The term “member” (except when used in reference to a mem- 
ber of the board) means any institution which has subscribed for 
the stock of a Federal Home Loan Bank. 

(5) The term “home mortgage loan” means a loan made by a mem- 
ber or a nonmember borrower upon the security of a home mortgage. 

(6) The term “home mortgage” means a mortgage upon real estate, 
in fee simple, or on a leasehold (1) under a lease for not less than 
ninety-nine years which is renew ble or (2) under a lease having a 
period of not less than fifty years to run from the date the mortgage 
was executed, upon which there is located a dwelling for not more than 
four families, and shall include, in addition to first mortgages, such 
classes of first liens as are commonly given to secure advances on real 
estate by institutions authorized under this Act to become members, 
under the laws of the State in which the real estate is located, together 
wih the credit instruments, if any, secured thereby. 

(7) The term “unpaid principal,” when used in respect of a loan 
secured by a home mortgage means the principal thereof less the sum 
of (1) payments made on such principal, and (2) in cases where 
shares or stock are pledged as security for the loan, the payments 
made on such shares or stock plus earnings or dividends apportioned 
or credited thereon. 

(S) An “amortized” or “installment” home mortgage loan shall, 
for the purposes of By Act, be a home mortgage loan to be repaid 

r liquidated in not less than eight years by means of regular weekly, 
moneda or quarterly payments ‘made directly in reduction of the debt 
or upon stock or shares pledged as collateral for the repayment of 
such loan. 

(9) The term “nonmember borrower” includes an institution au- 
thorized to secure advances from a Federal Home Loan Bank under 
the provisions of section 6 (e). 
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Sec. 3. As soon as practicable the board shall divide the continents 
United States, Puerto Rico, the Virgin Islands, Guam, and the Terri- 
tories of Alaska and Hawaii into not less than eight nor more tha 
twelve districts. Such districts shall be apportioned with due regard 
to the convenience and customary course of business of the institu 
tions eligible to and likely to subscribe for stock of a Federal Home 
Loan Bank to be formed under this Act, but no such district shal] 
contain a fractional part of any State. The districts thus created 
may be readjusted and new districts may from time to time be created 
by the board, not to exceed twelve in all. Such districts shall be 
known as Federal Home Loan Bank districts and may be designated 
by number. As soon as practicable the board shall establish, in each 
district, a Federal Home Loan Bank at such city as may be designated 
by the Board. Its title shall include the name of the city at whic! 
it is established. 


ELIGIBILITY OF MEMBERS AND NONMEMBER BORROWERS 


Sec. 4. (a) Any building and loan association, savings and loan 
association, cooperative bank, homestead association, insurance com 
pany, or savings bank, shall be eligible to become a member of, or a 
nonmember borrower of, a Federal Home Loan Bank if such institu- 
tion (1) is duly organized under the laws of any State or of the 
United States; (2) 1s subject to inspection and regulation under the 
banking laws, or under similar laws, of the State or of the United 


States; and (3) makes such home mortgage loans as, in the judgment 
of the board, are long-term loans (and in the case of a savings bank, 
if, in the judgment of the board, its time deposits, as defined in section 
19 of the Federal Reserve Act, warrant its making such loans). No 
institution shall be eligible to become a member of, or a nonmember 
borrower of, a Federal Home Loan Bank if, in the judgment of the 
board, its financial condition is such that advances may not safely) 
be made to such institution or the character of its management or its 
home-financing policy is incansistent with sound and economical! 
home financing, or with the purposes of this Act. 

(b) An institution eligible to become a member or a nonmember 
borrower under this section may become a member only of, or secure 
advances from, the Federal Home Loan Bank of the district in which 
is located the institution’s principal place of business, or of the bank 
of a district adjoining such district, if demanded by convenience an¢ 
then only with the approval of the board. 

(c) Notwithstanding the provisions of clause (2) of subsection 
(a) of this section requiring inspection and regulation under law as « 
condition with respect. to eligibility for membership, any building 
and loan association which would be eligible to become a member of 
Federal Home Loan Bank except for the fact that it is not subject to 
inspection and regulation under the banking laws or similar laws of the 
State in which such association is organized shall, upon subjecting 
itself to such inspection and regulation as the board shall prescribe, be 
eligible to become a member. 

Seo. 5. No institution shall be admitted to or retained in member- 
ship, or granted the privileges of nonmember borrowers, if the com- 
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bined total of the amounts paid to it for interest, commission, bonus, 
discount, premium, and other similar charges, less a proper deduction 
for all dividends, refunds, and cash credits of all m8 creates an 
actual net cost to the home owner in excess of the maximum legal rate 
of interest or, in case there is a lawful contract rate of interest appli- 
cable to such transactions, in excess of such rate (regardless of any 
exemption from usury laws), or, in case there is no legal rate of 
interest or lawful contract rate of interest applicable to such trans 
actions, in excess of 8 per centum per annum in the State where such 
property is located. This section applies only to home mortgage 
loans made after the enactment of this Act. 

Src. 5A. No member of a Federal Home Loan Bank shall make 
or purchase any loan at any time when its cash and obligations of 
the United States are not equal to such amount as the Home Loan 
Bank Board shall by regulations prescribe: Provided, That such 
amount shall not be less than 4 per centum or more than 8 per centum 
of the obligation of the member on withdrawable accounts or, in the 
case of any member insurance company, such other base as the Board 
may determine to be comparable. The Board is authorized in said 
regulations to prescribe from time to time different amounts, within 
the limitations hereinbefore specified, for different classes of member 
institutions, and for such purposes the Board is authorized to classify 
such members according to type of institution, size, location, rate 
of withdrawals, or such other basis or bases of differentiation as the 
Board may deem to be reasonably necessary or appropriate for ef- 
fectuating the purposes hereof. Failure to comply with the pro- 
visions hereof shall constitute ground for removal from ee 
This section shall be effective six months after the date of its enact- 
ment. 


CAPITAL OF FEDERAL HOME LOAN BANKS AND SUBSCRIPTIONS THERETO 


Src. 6. (a) As soon as practicable after the enactment of this Act, 
the board, with the approval of the Secretary of the Treasury, shall 
determine the minimum capital of each Federal Home Loan Bank 
which shall be not less than $5,000,000. The board shall, as soon as 
practicable thereafter, open books in each district established under 
section 3 for subscription to the capital stock of the Federal Home 
Loan Bank of the district. 

(b) The capital stock of each Federal Home Loan Bank shall be 
divided into shares of a par value of $100 each. The minimum capital 
stock shall be issued at par. Stock issued thereafter shall be issued 
at such price not less than par as may be fixed by the board. 

(c) The original stock subscription for each institution eligible to 
become a member under section 4 shall be an amount equal to 1 per 
centum of the aggregate of the unpaid principal of the subscriber’s 
home mortgage loans, but not less than $500. The board shall from 
time to time adjust the amount of stock held by each member so that, 
as nearly as possible, such member shall at all times have invested in 
the stock of the Federal Home Loan Bank at least an amount calcu- 
lated in the manner provided in the preceding sentence (but not less 
than $500). If the board finds that the investment of any member in 
stock is greater than that required under this section, upon application 
of such member, the bank shall pay such member for each share of 
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stock in excess of the amount so required an amout equal to the value 
of such stock, or, at the election of the bank, the whole or any part 
of the payments which would be so made shall be credited upon the 
indebtedness of the member to the bank. In either such event, stock 
equal in value to the amount of the payment or credit, or both, as the 
case may be, shall be surrendered and canceled. No share of stock 
shall be ‘surrendered and canceled if the effect of such surrender and 
cancellation would be to violate the provisions of section 10 (c) 
requiring the amount of stock held by such member to equal at least 
one-twelfth of the outstanding advances to such member. 

(d) Stock subscriptions other than by the United States shall be 
paid -% in cash, and shall be paid for at the time of application there- 
for, or, at the election of the subscriber, in installments, but not less 
than one-fourth of the total amount payable shall be paid at the time 
of filing application, and a further sum of not less than one-fourth of 
such total shall have been paid at the end of each succeeding period 
of four months. 

(e) If the law of the State under which an institution described 
in section 4 operates does not permit such institution to subscribe for 
stock in the Federal Home Loan Bank but if such institution has the 
power to borrow money and give security therefor, the board may 
permit such institution to obtain advances on the same terms and 
conditions and subject to the same limitations as members (except 
that such institution shall not be required, during the period during 
which advances may be made under this subsection, to subscribe for 
stock in the Federal Home Loan Bank or to deposit such stock as col- 
lateral security as required in section 10), but such institution shall 
be required to keep on deposit such security, in addition to home mort- 
gages, for such advances, as the board shall determine, which shall 
equal in value 1 per centum of the aggregate unpaid principal of such 
institution’s home mortgage loans (but hot less than $500). No ad- 
vance to any such institution shall be made under authority of this 
subsection after the State in which the Institution is organized enacts 
legislation authorizing such institution to subscribe for Federal Home 
Loan Bank stock or after the expiration of the next regular session 
of the legislature of such State begun after the enactment of this Act, 
whichever is earlier. If, at the end of such time, such institution is 
not authorized to subscribe for stock, the bank shall proceed to liqui- 
date the indebtedness of such institution to the bank and to terminate 
its relations with such institution. No advance shall be made under 
authority of this subsection which matures more than one year after 
the advance is made, but the bank may renew any such advance for 
yearly periods, or less, thereafter. The maturity of no advance au- 
thorize «d under this subsection shall be later than the time of the enact- 
ment of legislation authorizing such institution to become a member 
or the expiration of such session of the legislature of the State, which- 
ever is earlier. 

(f) The Secretary of the Treasury shall subscribe, on behalf of the 
United States, for such part of the minimum capital of each Federal 
Home Loan Bank as is not subscribed for by members under subsec- 
tion (c) of this section within thirty days after books have been 
opened for stock subscriptions as provided in subsection (a). Pay- 
ments for stock subscriptions by the Secretary of the Treasury shall 
be subject to call in whole or in part by the board, with the approval 
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of the Secretary of the Treasury, at such time or times as may be 
deemed advisable. Each Federal Home Loan Bank receiving such 
payments shall issue receipts therefor to the Secretary of the Treas- 
ury, and such receipts shall be evidence of the stock ownership of the 
United States. The aggregate amount expended by the United States 
for the purchase of stock under this Act shall not exceed $125,000,000. 
The Reconstruction Finance Corporation Act, approved January 22, 
1932, is amended by adding at the end of section 2 thereof the fol- 
lowing new paragraph : 

“In order to enable the Secretar y of the Treasury to make p Lyments 
upon stock of the Federal Home Loan Banks subscribed for by him in 
accordance with the Federal Home Loan Bank Act, the sum of $125,- 
000,000, or so much thereof as may be necessary for such purpose, is 
hereby allocated and made available to the Secretary of the Treasury 
out of the capital of the corporation and/or the proceeds of notes, de- 
bentures, bonds, and other obligations issued by the corporation. For 
the purposes of this paragr aph, the corporation shall issue suc h notes, 
bonds, debentures, and other obligations as may be necessary.” ? 

(g) After the amount of capital lof a Federal Home Loan Bank paid 
in by members equals the amount paid in by the Secretary of the 
Treasury under subsection (f), such bank shall apply annu: ally to the 
payment and retirement of the shares of the capital stock held by the 
United States, 50 per centum of all sums thereafter paid in as capital 
until all such capital stock held by the United States is retired at par. 
Stock held by the United States may at any time, in the discretion of 
the Federal Home Loan Bank, and with the approval of the board, 
be paid off at par and retired in whole or in part; and the board may 
at any time require such stock to be paid off at par and retired in w hole 
or in part if in the opinion of the board the Federal Home Loan Bank 
has resources available therefor: Provided, That accumulated divi- 
dends, as provided in subsection (k), have been pared. 

(h) Stock subscribed for otherwise than by the United States, and 
the right to the proceeds thereof, shall not be transferred or hypothe- 
cated except as hereinafter provided and the certificates therefor 
shall so state. 

(i) Any member other than a Federal savings and loan associa- 
tion may withdraw from membership in a Federal Home Loan Bank 
six months after filing with the board written notice of intention 
so to do, and the board m: Ly, after hearing, remove any member from 
membership, or deprive any nonmember borrow er of the privilege of 
obtaining urther advances, if, in the opinion of the board, such 
member or nonmember borrower (i) has failed to comply with any 
provision of this Act or regulation of the board made pursuant 
thereto; (ii) is insolvent : Prov vided, That any member of a bank which 
is a building and Joan association, savings and loan association, co- 
operative bank, or homestead association shall be deemed insolvent 
if the assets of such member are less than its obligations to its creditors 
and others, including the holders of its withdrawable accounts; or 


‘Public Law 664, 76th Congress, approved June 25, 1940, 54 Stat. 572, authorized the 
Reconstruction Finance Corporation to purchase stock of the Federal Home Loan Banks in 
in aggregate amount not exceeding $300,000,000. Public Law 132, 80th Congress, approved 
June 30, 1947, 61 Stat. 202, directed the Reconstruction Finance Corporation to transfer 
- of the stock of the Federal Home Loan Banks held by the RFC to the Secretary of the 
reasury. 
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(iii) has a management or home-financing policy of a character in- 
consistent with sound and economical home financi ing or with the 
purposes of this Act. In any such case, the indebtedness of such 
member or nonmember borrower to the Federal Home Loan Bank 
shall be liquidated, and the capital stock in the Federal Home Loan 
Bank owned by such member shall be surrendered and canceled. Upon 
the liquidation of such indebtedness such member or nonmember bor- 
rower shall be entitled to the return of its collateral, and, upon sur- 
render and cancellation of such capital stock, the member shall receive 
a sum equal to its cash paid subscriptions for the capital stock sur- 
rendered, except that if at any time the board finds that the 
paid-in capital of a Federal Home Loan Bank is or is likely to be 
impaired as aresult of losses in or depreciation of the assets held, the 
Federal Home Loan Bank shall on the order of the board withhold 
from the amount to be paid in retirement of the stock a pro rata share 
of the amount of such impairment as determined by the board. 

(j) A Federal Home Loan Bank may, with the approval of the 
board, permit the disposal of stock to another member, or to an in- 
stitution eligible to become a member, but only to enable such an 
institution to become a member. 

(k) All stock of any Federal Home Loan Bank shall share in 
dividend distributions without preference. 

(1) Within one year after the enactment of this subsection, each 
member of each Federal Home Loan Bank shall acquire and hold 
and thereafter maintain its stock holding in an amount equal to at 
least 2 per centum of the aggregate of the unpaid principal of such 
member's home mortgage loans, home- purchase contracts, and similar 
obligations, but not less than $500. Such stock in excess of the 
amount hereby required may be purchased from time to time by 
members and may be retired from time to time as heretofore. One 
year after the enactment of this subsection, each Federal Home Loan 
Bank shall retire and pay off at par an amount of its stock held by 
the Secretary of the Treasury equivalent to the amount of its stock 
held by its members in excess of the amount required to be held by 
them by the first two sentences of subsection (c) of this section im- 
mediately prior to the enactment of this subsection and annually there- 
after each Federal Home Loan Bank shall retire an amount of such 
Government stock equivalent to 50 per centum of the net increase of 
its stock held by members since the last previous retirement: Provided, 
That none of such Government capital shall at any time be retired so 
as to reduce the aggregate capital stock, reserves, surplus, and un- 
divided profits of the Federal Home Loan Banks to less than $200,- 
000,000: Provided further, That notwithstanding any provision of 
this subsection, nothing in this subsection shall limit or affect the 
operation of subsection (g) of this section. 


MANAGEMENT OF BANKS 


Sec. 7. (a) The management of each Federal Home Loan Bank shall 
be vested in a board of twelve direc tors, all of whom shall be citizens 
of the United States and bona fide residents of the district in which 
such bank is located : Provided, That the board may by regulation in- 
crease the number of elective directors of any Federal Home Loan 
Bank having a district which includes five or more States to a number 
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not exceeding twice the number of States comprising such district, but 

such additional elective directors shall be apportioned as nearly as 
may be practicable in the same manner and order as is prov ided for 
the apportionment of elective directors under subsections (c) and (d) 
hereof: Pr ovided further, That there shall be not less than one elec- 
tive director from any of the States nor more than three elective di- 
rectors from any of the States in any district referred to in the pre- 
ceding proviso and in no event shall the total number of elective di- 
rectors In any one district exceed eleven. The term “States” as used 
in the preceding provisos shall mean the States of the Union and the 
District of Columbia. 

(b) Four of such directors shall be appointed by the Board and 
shall hold office for terms of four years; except that the terms of office 
of the two such directors heretofore appointed shall expire at the 
end of the calendar years 1936 and 1937, respectively, and the terms 
of office of the first two such directors hereafter appointed shall 
expire at the end of the calendar years 1938 and 1939, respectively. 

(c) Six of such directors, two of whom shall be known as class A 
directors, two of whom shi: ul be known as class B directors, and two of 
whom shall be known as class C directors, shall be elected as provided 
in subsection (e), and shall hold office for terms of two years; except 
that the terms of office of the directors heretofore elected or appointed 
shall expire at the end of the terms for which they were elected or 
appointed. 

() Two of such directors shall be elected by the members of the 
Federal Home Loan Bank without regard to classes under rules and 
regulations to be prescribed by the Board, and shall hold office for 
terms of two years; except that the term of office of one of the 
directors first elected under this subsection shall expire at the end of 
the calendar year 1936. 

(e) The board shall divide all the members of each Federal Home 
Loan Bank into three groups which shall be designated as groups A, 
B, and C, which groups shall represent, respectively, and as fairly 
as may be, group A, the large, group B, the medium-sized, and group C, 
the small member S, ‘the size of such members to be det ermined accor ding 
to the aggregate unpaid principal of the member’s home mortgage 
loans. The board mi Ly revise the membership of such groups from 
time to time. Of the directors elected as hereinafter provided, each 
class A director shall be an officer or director of a member in group A, 
each class B director shall be an officer or director of a member in 
group B, and each class C director shall be an officer or director of 
a member in group C. Each member shall be entitled to nominate 
suitably qualified persons for election as directors of the class corre- 

sponding to the group to which such member belongs, and shall cast 
one vote for each director in its class. The directors of each class 
shall be nominated and elected in accordance with such rules and 
regulations as may be prescribed by the board. 

(f) Any director appointed or elected as provided in this section 
to fill a vacancy shall hold office only until the expiration of the term 
of his predecessor. 

(¢) The board shall designate one of the directors of each bank to 
be chairman, and one to be vice- chairman, of the board of directors 
of such bank. 
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(h) If at any time when nominations are required, members shall 
hold Jess than $1,000,000 of the ‘apital stock of the Federal Home 
Loan Bank, the board shall appoint a director or directors to fill the 
place or places for which such nominations are required. <A director 
so appointed shall serve until the expiration of the calendar year 
during which he takes office. 

(i) Each bank may pay its directors reasonable compensation for 
the time required of ‘them, and their necessary expenses, in the per- 
formance of their duties, in accordance with the resolutions adopted 
by such directors, subject to the approval of the board. 

(j) Such board of directors shall administer the affairs of the bank 
fairly and impartially and without discrimination in favor of or 
against any member or nonmember borrower, and shall, subject to 
the provisions hereof, extend to each institution authorized to secure 
advances such advances as may be made safely and reasonably with 
due regard for the claims and demands of other institutions, and with 
due regard to the maintenance of adequate credit standing for the 
Federal Home Loan Bank and its obligations. 


EXAMINATIONS AND* STUDIES BY THE BOARD 


Src. 8. The board shall cause to be made from time to time exami- 
nations of the laws of the various States of the United States and the 
regulations and procedure thereunder governing conditions under 
which institutions of the kinds which may become members or non- 
member borrowers under this Act are permitted to be formed or to do 
business, or relating to the conveying or recording of land titles, or 
to homestead and other rights, or to the enforcement of the rights of 
holders of mortgages on lands securing loans, or otherwise. If any 
such examination shall indicate, in the opinion of the board, that 
under the laws of any such State or the regulations or procedure 
thereunder there would be inadequate protection to a Federal Home 
Loan Bank in making or collecting advances under this Act, the board 
may withhold or limit the operation of any Federal Home Loan Bank 
in such State until satisfactory conditions of law, regulations, or pro- 
cedure shall be established. In any State where State examination of 
members or nonmember borrowers is deemed inadequate for the pu- 
poses of the Federal Home Loan Banks, the board shall establish suel 
examination, all or part of the cost of which may be considered as 
part of the cost of making advances in such State. The banks and/or 
the board may make studies of trends of home and other property 

values, methods of appraisals, and other subjects such as they may 
deem useful for the general guidance of their policies and operations 
and those of institutions authorized to secure advances. 


FEDERAL SAVINGS AND LOAN ADVISORY COUNCIL 


Sec. 8a. There is hereby created a Federal Savings and Loan Ad- 
visory Council, which shall consist of one member for each Fede : 
Home Loan Bank district to be elected annu: illy by the board of d 
rectors of the Federal Home Loan Bank in such district and six met 
bers to be appointed annually by the Board. Each such elected 
member shall be a resident of the district for which he is elected. All 
members of the Council shall serve without compensation, but shall be 
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entitled to reimbursement from the Board for traveling expenses in- 
curred in attendance at meetings of such Council. The Council shall 
meet at Washington, District of Columbia, at least twice a year and 
oftener if requested by the Board. The Council may select its chair- 
man, vice chairman, and secretary, and adopt methods of procedure, 
"7 - all have power— 
To confer with the Board and board of trustees of the Federal 

Sav Ss and Loan Insurance Corporation on general business condi- 
tions, and on special conditions affecting the Federal Home Loan 
Banks and their members and such Corporation. 

(2) To request information, and to make recommendations, with 
respect to matters within the jurisdiction of the Board and the board 
of trustees of such Corporation. 


ELIGIBILITY TO SECURE ADVANCES 


Sec. 9. Any member or nonmember borrower of a Federal Home 
Loan Bank shall be entitled to apply in writing for advances. Such 
application shall be in such form as shall be required by the Federal 
Home Loan Bank with the approval of the Board. Such Federal 
Home Loan Bank may at its discretion deny any such application, or, 
subject to the approval of the Board, may grant it on such conditions 
as the Federal Home Loan Bank may prescribe. 


ADVANCES TO MEMBERS 


Src. 10. (a) Each Federal Home Loan Bank is authorized to make 
advances to its members, upon the security of home mortgages, or 
obligations of the United States, or obligations fully euaranteed by 
the United States, subject to such regulations, restrictions, and limita- 
tions as the Board may prescribe. Any such advance shall be subject 
to the following limitations as to amount: 

(1) If secured by a mortgage insured under the provisions of title 
I, title I, title VI, title VIII, or title IX of the National Housing Act, 
the advance may be for an amount not in excess of 90 per centum of 
the unpaid principal of the mortgage loan. 

(2) If secured ps a home mortgage given in respect of an amortized 
home mortgage loan which was for an original term of six years or 
more, or in cases where shares of stock, which are pledged as security 
for such loan, mature in a period of six years or more, the advance may 
be for an amount not in excess of 65 per centum of the unpaid princi- 
pal of the home mortgage loan; but in no case shall the amount of the 
advance exceed 60 per centum of the value of the real estate securing 
= home mortgage loan. 

3) If secured by a home mortgage given in respect of any other 
hon mortgage loan, the advance shall not be for an amount in excess 
of 50 per « centum of the unpaid principal of the home mortgage loan; 
but in no case shall the amount of such advance exceed 40 per centum 
of i value of the real estate securing the home mortgage loan. 

) If secured by obligations of the United States, or - obligations 
fully guaranteed by the U Tnited States, the advance shall not be for an 
amount in excess of the face value of such obligations. 

(b) No home mortgage shall be accepted as collateral security for 
an advance by a Feder: ral Home Loan Bank if, at the time such advance 
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is made (1) the home mortgage loan secured by it has more than 
twenty-five years to run to maturity, unless such home mortgage jig 
insured under the National Housing Act, as amended, or insured or 
guaranteed under the Servicemen’s Readjustment Act of 1944, as 
amended, or (2) the home mortgage exceeds $35,000, or (3) is past 
due more than six months when presented, unless the amount of the 
debt secured by such home mortgage is less than 50 per centum of the 
value of the real estate with respect to which the home mortgage was 
given, as such real estate was appraised when the home mortgage was 
made. For the purposes of this subsection and subsection (a) the 
value of real] estate shall be as of the time the advance is made and 
shall be established by such certification by the borrowing institution, 
or such other evidence, as the board may require. For the purposes 
of this section, each Federal Home Loan Bank shall have power 
to make, or to cause or require to be made, such appraisals and 
other investigations as it may deem necessary. No home mortgage 
otherwise eligible to be acepted as collateral security for an advance 
by a Federal Home Loan Bank shall be acepted if any director, officer, 
employee, attorney, or agent of the Federal Home Loan Bank or of 
the borrowing institution is personally liable thereon, unless the board 
has specifically approved by formal resolution such acceptance. 

(c) Such advances shall be made upon the note or obligation of 
the member or nonmember borrower secured as provided in this section, 
bearing such rate of interest as the board may approve or determine, 
and the Federal Home Loan Bank shall have a lien upon and shall hold 
the stock of such member as further collateral security for all indebted. 
ness of the member to the Federal Home Loan Bank. At no time shall 
the aggregate outstanding advances made by any Federal Home Loan 
Bank to any member exceed twelve times the amounts paid in by such 
member for outstanding capital stock held by it, or made to a nonmem- 
ber borrower exceed twelve times the value of the security required to 
be deposited under section 6 (e). 

(d) The institution applying for an advance shall enter into a pri- 
mary and unconditional obligation to pay off all advances, together 
with interest and any unpaid costs and expenses in connection there- 
with according to the terms under which they were made, in such form 
as shall meet the requirements of the bank and the approval of the 
board. The bank shall reserve the right to require at any time, when 
deemed necessary for its protection, deposits of additional collateral 
security or substitutions of security by the borrowing institution, and 
each borrowing institution shall assign additional or substituted secu- 
rity when and as so required. Subject to the approval of the board, any 
Federal Home Loan Bank shall have power to sell to any other Federal 
Home Loan Bank, with or without recourse, any advance made under 
the provisions of this Act, or to allow to such bank a participation 
therein, and any other Federal Home Loan Bank shall have power to 
purchase such advance or to accept a participation therein, together 
with an appropriate assignment of security therefor. 

Sec. 10a. Until July 1, 1936, each Federal Home Loan Bank is au- 
thorized to make advances to its members, in order to enable such 
members to finance home repairs, improvements, and alterations. Such 
advances shall not be subject to the provisions and restrictions of 
section 10 of this Act, but shall be made upon the security of notes 
representing obligations incurred pursuant to, and insurable under, 
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section 2 of the National Housing Act. Advances made under the 
terms of this section shall be at such rates of interest and upon such 
terms and conditions as shall be determined by the Federal Home Loan 
Bank Board. 

Sec. 10b. Each Federal Home Loan Bank is authorized to make 
advances to nonmember mortgagees approved under title II of the 
National Housing Act. Such mortgagees must be chartered institu- 
tions having succession and subject to the inspection and supervision 
of some governmental agency, and whose principal activity in the 
mortgage field must consist of lending their own funds. Such advances 


shall not be subject to the other provisions and restrictions of this Act, 
but shall be made upon the security of insured mortgages, insured 
under title IT of the National Housing Act. Advances made under the 
terms of this section shall be at such rates of interest and upon such 
terms and conditions as shall be determined by the Federal Home Loan 
Bank Board, but no advance may be for an amount in excess of 90 per 
centum of the unpaid principal of the mortgage loan given as security. 


GENERAL POWERS AND DUTIES OF BANKS 


Sec. 11. (a) Each Federal Home Loan Bank shall have power, 
subject to rules and regulations prescribed by the board to borrow 
and give security therefor and to pay interest thereon, to issue deben- 
tures, bonds, or other obligations upon such terms and conditions as 
the board may approve, and to do all things necessary for carrying out 
the provisions of this Act and all things incident thereto. 

(b) The board may issue consolidated Federal Home Loan Bank 
debentures which shall be the joint and several obligations of all Fed- 
eral Home Loan Banks organized and existing under this Act, in order 
to provide funds for any such bank or banks, and such debentures 
shall be issued upon such terms and conditions as the board may pre- 
scribe. No such debentures shall be issued at any time if any of the 
assets of any Federal Home Loan Bank are pledged to secure any 
debts or subject to any lien, and neither the board nor any Federal 
Home Loan Bank shall have power to pledge any of the assets of any 
Federal Home Loan Bank, or voluntarily to permit any lien to attach 
to the same while any of such debentures so issued are outstanding. 
The debentures issued under this section and outstanding shall at no 
time exceed five times the total paid-in capital of all the Federal Home 
Loan Banks as of the time of the issue of such debentures. It shall be 
the duty of the board not to issue debentures under this section in 
excess of the notes or obligations of member institutions held and se- 
cured under section 10 (a) of this Act by all the Federal Home Loan 
Banks. 

(c) At any time that no debentures are outstanding under this Act, 
or in order to refund all outstanding consolidated debentures issued 
under this section, the board may issue consolidated Federal Home 
Loan Bank bonds which shall be the joint and several obligations of 
all the Federal Home Loan Banks, and shall be secured and be issued 
upon such terms and conditions as the Board may prescribe. 

(d) The board shall have full power to require any Federal Home 
Loan Bank to deposit additional collateral or to make substitutions of 
collateral or to adjust equities between the Federal Home Loan Banks. 

(e) Each Federal Home Loan Bank shall have power to accept de- 
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posits made by members of such bank or by any other Federal Home 
Loan Bank or other instrumentality of the United States, upon suci 
terms and conditions as the board may prescribe, but no Federal Home 
Loan Bank shall transact any banking or other business not authorized 
by this Act. 

(f) The Board.is authorized and empowered to permit, or whenever 
in the judgment of at least four members of the board an emergency 
exists requiring such action, to require, Federal Home Loan Banks, 
upon such terms and conditions as the board may prescribe, to redis- 
count and discount notes of members held by other Federal Home 
Loan Banks, or to make loans to, or make deposits with, such other 
Federal Home Loan Banks, or to purchase any bonds or debentures 
issued under this section. 

(g) Each Federal Home Loan Bank shall at all times have at least 
an amount equal to the current deposits received from its members 
invested in (1) obligations of the United States, (2) deposits in banks 
or trust companies, (3) advances with a maturity of not to exceed one 
year which are made to members or nonmember borrowers, upon such 
terms and conditions as the Board may prescribe, and (4) advances 
with a maturity of not to exceed one year which are made to members 
or nonmember borrowers whose creditor liabilities (not including 
advances from the Federal home loan bank) do not exceed 5 per centum 
of their net assets, and which may be made without the security of 
home mortgages or other security, upon such terms and conditions as 
the Board may prescribe. 

(h) Such part of the assets of each Federal Home Loan Bank 
(except reserves and amounts provided for in subsection (g) as are 
not required for advances to members or nonmember borrowers, may 
be invested, to such extent as the bank may deem desirable and subject 
to such regulations, restrictions, and limitations as may be prescribed 
by the board, in obligations of the United States, in obligations of the 
Federal National Mortgage Association, and in such securities as 
fiduciary and trust funds may be invested in under the laws of the 
State in which the Federal Home Loan Bank is located. 

(i) The Secretary of the Treasury is authorized in his discretion 
to purchase any obligations issued pursuant to this section, as here- 
tofore, now, or hereafter in force and for such purpose the Secretary 
of the Treasury is authorized to use as a public-debt transaction the 
proceeds of the sale of any securities hereafter issued under the Second 
Liberty Bond Act, as now or hereafter in force, and the purposes for 
which securities may be issued under the Second Liberty Bond Act, 
as now or hereafter in force, are extended to include such purchases. 
The Secretary of the Treasury may, at any time, sell, upon such terms 
and conditions and at such price or prices as he shall determine, any 
of the obligations acquired by him under this subsection. All 
redemptions, purchases, and sales by the Secretary of the Treas- 
ury of such obligations under this subsection shall be treated as public- 
debt transactions of the United States. The Secretary of the Treas- 
ury shall not at any time purchase any obligations under this sub- 
section if such purchase would increase the aggregate principal 
amount of his then outstanding holdings of such obligations under 
this subsection to an amount greater than $1,000,000,000. Each pur- 
chase of obligations by the Secretary of the Treasury under this sub- 
section shall be upon such terms and conditions as to yield a return 
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at a rate determined by the Secretary of the Treasury, taking into 
consideration the current average rate on outstanding marketable ob- 
ligations of the United States as of the last day of the month preced- 
ing the making of such purchase. 

(j) Notwithstanding the provisions of the first sentence of section 
202 of the Government Corporation Control Act, audits by the Gen- 
eral Accounting Office of the financial transactions of a Federal Home 
Loan Bank shall not be limited to periods during which Government 
capital has been invested therein. The prov isions of the first sentence 
of subsection (d) of section 303 of the Government Corporation Con- 
trol Act shall not apply to any Federal Home Loan Bank. 


INCORPORATION OF BANKS, AND CORPORATE POWERS 


Sec. 12. The directors of each Federal Home Loan Bank shall, 
in accordance with such rules and regulations as the board may pre- 
scribe, make and file with the board at the earliest practicable date 

fter the establishment of such bank, an organization certificate which 
shall contain such information as the board may require. Upon the 
making and filing of such organization certificate with the board, such 
bank shall become, as of the date of the execution of its organization 
certificate, a body corporate, and as such and in its name as designated 
by the board it shall have power to adopt, alter, and use a corporate 
seal; to make contracts; to purchase or lease and hold or dispose of 
such real estate as m: iy be necessary or convenient for the transaction 
of its business, but no bank building shall be bought or erected to 
house any such bank, nor shall any such bank make any lease for 
such purpose whch has a term of more than ten years; to sue and 
be sued, to complain, and to defend, in any court of competent juris- 
diction, State or Federal; to select, employ, pe fix the compensation 
of such officers, employ ees, attorneys, and agents as shall be necessary 
for the transaction of its business, " subject to the approvs al of the 
board; to define their duties, require bonds of them and fix the penal- 
ties thereof, and to dismiss at pleasure such officers, employees, at- 
torneys, and agents; and, by its board of directors, to prescribe, amend, 
and repeal by- laws, rules, and regulations governing the manner in 
which its affairs may be administered ; and the powers granted to it 
by law may be exercised and enjoyed ‘subject to the approval of the 
board. The president of a Federal Home Loan Bank may also be a 
member of the board of directors thereof, but no other officer, em- 
ployee, attorney, or agent of such bank, who receives compensation, 
may be a member of the board of directors. Each such bank shall 
have all such incidental powers, not inconsistent with the provisions 
of this Act, as are customary and usual in corporations generally. 


EXEMPTION FROM TAXATION 


Sec. 18. Any and all notes, debentures, bonds, and other such obli- 

gations issued by any bank, and consolidated Feder: ul Home Loan Bank 
bonds and debentures, shall be exempt both as to principal and interest 
from all taxation (except surtaxes, estate, inheritance, and gift taxes) 
now or hereafter imposed by the United States, by any Territory, 
dependency, or possession thereof, or by any State, county, municipal- 
ity, or local taxing authority. The bank, ‘including its franchise, its 





292 STUDY OF BANKING LAWS 


capital, reserves, and surplus, its advances, and its income shall be 
exempt from all taxation now or hereafter imposed by the United 
States, by any Territory, dependency, or possession thereof, or by any 
State, county, municipality, or local taxing authority; except that in 
any real property of the bank shall be subject to State, Territorial, 
county, municipal, or local taxation to the same extent according to 
its value as other real property is taxed. The notes, debentures, and 
bonds issued by any bank, with unearned coupons attached, shall be 
accepted at par by such bank in payment of or as a credit against 
the obligation of any home-owner debtor of such bank. 

Sec. 14. When designated for that purpose by the Secretary of the 
Treasury, each Federal Home Loan Bank shall be a depositary of 
public money, except receipts from customs, under such regulations 
as may be prescribed by said Secretary; and it may also be employed 
as a financial agent of the Government; and it shall perform all such 
reasonable duties as depositary of public money and financial agent 
of the Government as may be required of it. 

Sec. 15. Obligations of the Federal Home Loan Banks issued with 
the approval of the board under this Act shall be lawful investments, 
and may be accepted as security, for all fiduciary, trust, and public 
funds the investment or deposit of which shall be under the authority 
or control of the United States or any officer or officers thereof. The 
Federal reserve banks are authorized to act as depositaries, custodians, 
and/or fiscal agents for Federal Home Loan Banks in the general 
performance of their powers under this Act. All obligations of Fed- 
eral Home Loan Banks shall plainly state that such obligations are 
not obligations of the United States and are not guaranteed by the 
United States. 

RESERVES AND DIVIDENDS 


Sec. 16. Each Federal Home Loan Bank shall carry to a reserve 
account semiannually 20 per centum of its net earnings until said re- 
serve account shall show a credit balance equal to 100 per centum of 
the paid-in capital of such bank. After said reserve has reached 100 
per centum of the paid-in capital of said bank, 5 per centum of its 
net earnings shall be added thereto semiannually. Whenever said re- 
serve shall have been impaired below 100 per centum of the paid-in 
capital it shall be restored before any dividends are paid. Each Fed- 
eral Home Loan Bank shall establish such additional reserves and/or 
make such charge-offs on account of depreciation or impairment of its 
assets as the board shall require from time to time. No dividends shall 
be paid except out of net earnings remaining after all reserves and 
charge-offs required under this Act have been provided for, and then 
only with the approval of the board. The reserves of each Federal 
Home Loan Bank shall be invested, subject to such regulations, re- 
strictions, and limitations as may be prescribed by the board, in direct 
obligatitons of the United States, in obligations of the Federal National 
Mortgage Association, and in such securities as fiduciary and trust 
funds may be invested in under the laws of the State in which the 
Federal Home Loan Bank is located. 
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FEDERAL HOME LOAN BANK BOARD * 


Sec. 17. (a) For the purposes of this Act there shall be a board, 
to be known as the “Federal Home Loan Bank Board”, which shail 
consist of five citizens of the United States appointed by the Presi- 
dent of the United States, by and with the advice and consent of the 
Senate. Not more than three members of the ‘arent shall be members 
of the same political party. Each member shall devote his entire time 
to the business of the board. Before entering upon his duties each 
of the members shall take an oath faithfully to disch: arge the duties of 
his office. The President of the United States shall designate one of 
the a of the board to serve for a term of two years, one for 
three years, one for four years, one for five years, and one for six 
years Sodas the date of the en: vctment hereof, ad thereafter the term 
of each member shall be six years from the date of the expiration of the 
term for which his predecessor was appointed. Whenever a vacancy 
shall occur among the members the person appointed to fill such va- 
cancy shall hold office for the unexpired portion of the term of the 
member whose place he is selected to fill. Each of the members of the 
board shall receive a salary at the rate of $10,000 * per annum: Pro- 
d, That during the fiscal year 1933 the salary shall be $9,000 per 
annum. The President shall designate one of the members as chairman 
of the board. The chairman shall be the chief executive officer of the 
on and in his absence or disability the duties of his office shall be 
formed by some one of the other members to be designated as act- 
ie chairman by the chairman in such order as he may determine. The 
rey: shall supervise the Federal Home Loan Banks created by this 

\ct, shall perform the other duties specifically prescribed by this Act, 
and shall have power to adopt, amend, and require the observance of 
such rules, regulations, and orders as shall be necessary from time to 
time for carrying out the purposes of the provisions of this Act. The 
board shall have power to suspend or remove any director, officer, 
employee, or agent of any Federal Home Loan Bank, the cause of such 
sus spension or removal to be communicated in writing forthwith to 
such director, officer, employee, or agent and to such Federal Home 
Loan Bank. 

(b) The Home Loan Bank Board which was, pursuant to _— 
ganization Plan Numbered 3 of 1947, established and made a con- 
stituent agency of the Housing and Home Finance Agency ‘divall, 
from the effective date of the Housing Amendments of 1955, cease 
to be such a constituent agency and shall be an independent agency 
(including the Federal Savings and Loan Insurance Corporation) 
in the executive branch of the Government: Provide d, That the fune- 
tions vested in the Chairman of said board under clause (2) of the 
last sentence of subsection (b) of section 2 of said reorganization plan 


*By Reorganization Plan No. 3 of 1947 the Board now consists of three members, not 
more than two of whom shall be members of the same political party. 

*The salaries of the members of the Federal Home Loan Bank Board were fixed as fol- 
lows: Chairman, $20,500; other members, $20,000, by the Executive Pay Act of 1956. 
Public Law 854, 84th Congress, approved July 31, 1956, 70 Stat. 736 et seq. 
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are hereby transferred to said board. Notwithstanding any other 
provision of law, said board, the Chairman thereof except as herein 
otherwise provided, and the Federal Savings and Loan Insurance 
Corporation, respectiv ely, shall have and may exercise all functions 
which they respectively ‘had or could exercise, immediately prior to 
the effective date of the Housing Amendments of 1955 or immediately 
prior to the effective date of the Independent Offices Appropriation 
Act, 1955. Said board shall annually make a report of its operations 
(including those of the Federal Savings and Loan Insurance Corpo- 
ration) to the Congress as soon as practicable after the first day of 
January in each year. The name of the Home Loan Bank Board is 
hereby changed to “Federal Home Loan Bank Board”. 


ADMINISTRATIVE EXPENSES 


Sec. 18. (a) There is hereby authorized to be appropriated the 
sum of not to exceed $300,000 for salaries, travel aa subsistence ex- 
penses, rents, printing and binding, furniture and equipment, law 
books, books of reference, periodicals, newspapers, maps, contract 
stenographic reporting services, telephone and telegram services, and 
all other necessary expenses of the board, together with expenses pre- 
liminary to the organization and establishment of the banks created 
hereunder, until the end of the fiscal year 1933. 

(b) T he board shall have power to levy semiannually upon the 
Federal Home Loan Banks, and they shall pay, on such equitable 
basis as the board shall determine, an assessment sufficient in its judge- 
ment to provide for the payment of its estimated expenses for the 
half year succeeding the levying of each such assessment, beginning 
with the secon dhalf of the calendar year 1933. All expenses of the 
board incurred in carrying out the provisions of this Act, as deter- 
mined by it, beginning July 1, 1933, shall be paid from the proceeds 
of such assessments, and if any deficiency shall occur in such fund 
at any time between such semiannual assessments the board shall have 
power to make semiannual assessments the board shall have power 
to make an immediate assessment against the banks to cover such 
deficiency on the same basis as the original assessment. If any surplus 
shall remain from any assessment after the expiration of the semi- 
annual period for which it was levied, such surplus may be deducted 
from the next following assessment. 

Sec. 19, The board shall have power to select, employ, and fix the 
compensation of such officers, employees, attorneys, and agents as 
shall be necessary for the performance of its duties under this Act 
without regard to the provisions of other laws applicable to the em- 
ployment or compensation of officers, employees, attorneys, and agents 
of the United States. No such officer ) employee, attorney, or agent 
shall be paid compensation at a rate in excess of the rate provided 
in the case of members of the board. The board shall be entitled to the 
free use of the United States mails for its official business in the same 
manner as the executive departments of the Government; and shall 
determine its necessary expenditures under this Act and the rhanner 
in which they shall be incurred, allowed, and paid. The receipts of 

*Clause (2) of the last sentence of subsection (b) of section 2 of Reorganization Plan 
Numbered 3 of 1947 provided that the Chairman of the Board shall “appoint and direct the 


personnel necessary for the performance of the functions of the Board or of the Chairman 
or of any agency under the board”. 





STUDY OF BANKING LAWS 295 


the Board derived from assessments upon the Federal Home Loan 
Banks and from other sources (except receipts from the sale of con- 
solidated Federal Home Loan Banks bonds and debentures issued 
under section 11) shall be deposited in the Treasury of the United 
States,> and may be from time to time withdrawn therefrom to defray 
the expenses of the Board and the salaries of its members and employ- 
ees, Whose employment, compensation, leave, and expenses shall be 
governed solely by the provisions of this Act, specific amendments 
thereof, and rules and regulations of the Board not inconsistent there- 
with. All necessary expenses in connection with the making of super- 
visory or other examinations (except examinations of Federal home 
loan banks), including the provision of services and facilities there- 
for, shall be considered as nonadministrative expenses. 


EXAMINATIONS AND REPORTS 


Sec. 20. The board shall from time to time, at least annually, re- 
quire examinations and reports of condition of all Federal Home 
Loan Banks in such form as the board shall prescribe and shall furnish 
periodically statements based upon the reports of the banks to the 
board. For the purposes of this Act, examiners appointed by the 
board shall be subject to the same requirements, responsibilities, and 
penalties as are applicable to examiners under the National Bank Act 
and the Federal Reserve Act, and shall have, in the exercise of func- 
tions under this Act, the same powers and privileges as are vested in 
such examiners by law. 


UNLAWFUL ACTS, AND PENALTIES 


Src. 21. Repealed. 


MISCELLANEOUS 


Sec. 22. (a) In order to enable the board to carry out the provisions 
of this Act, the Treasury Department, the Comptroller of the Cur- 
rency, the Federal Reserve Board, and the Federal reserve banks are 
hereby authorized, under such conditions as they may prescribe, to 
make available to the board in confidence for its use and the use of any 
Federal Home Loan Bank such reports, records, or other informa- 
tion as may be available, relating to the condition of institutions with 
respect to which any such Federal Home Loan Bank has had or con- 
templates having transactions under this Act or relating to persons 
whose obligations are offered to or held by any Federal Home Loan 
Bank, and to make through their examiners or other employees, for 
the confidential use of the board or any Federal Home Loan Bank, 
examinations of such institutions. 

(b) Every institution which shall apply for advances under this 
Act shall, as a condition precedent thereto, consent to such examina- 
tion as the bank or the board may require for the purposes of this Act 
and/or that reports of examinations by constituted authorities may be 
furnished by such authorities to the bank or the board upon request 
therefor. 
omacnmneninaiaion 


°The Independent Offices Appropriation Act, 1944, Public Law 90, 78th Congress, ap- 
proved June 26, 1943, 57 Stat. 186, provided for the setting up of a special deposit account 
in the Treasury for funds made available to the Federal Home Loan Bank Administration. 
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Sec. 23. In order that the Federal Home Loan Banks may be 
supplied with such forms of stock, debentures, and bonds as may 
be necessary under this Act, the Secretary of the Treasury is author- 
ized to prepare such forms thereof as shall be suitable and approved 
by the board, which shall be held in the Treasury subject to delivery, 
upon order of the board. The engraved plates, dies, and bed pieces 
executed in connection therewith shall remain in the custody of the 
Secretary of the Treasury. The board shall reimburse the Secretary 
of the Treasury for any expense incurred in the preparation, custody, 
and delivery of such stock, debentures, and bonds. 

Sec. 24. (a) Any organization organized under the laws of any 
State and subject to inspection and regulation under banking or 
similar laws of such State shall be eligible to become a member under 
this Act if— 

(1) it is organized solely for the purpose of supplying credit 
to its members; 

(2) its membership (A) is confined exclusively to building 
and loan associations, savings and loan associations, cooperative 
banks, and homestead associations; or (B) is confined exclusively 
to savings banks; and 

(3) of the institutions to which its membership is confined 
which are organized within the State, its membership includes a 
majority of such institutions. 

(b) In all respects, but subject to such additional rules and regula- 
tions as the board may provide, any such organization shall be a 
member for the purposes of this Act. 

Sec. 25. Each Federal Home Loan Bank shall have succession until 
dissolved by the board under this Act or by further Act of Congress. 

Src. 26. Whenever the board finds that the efficient and economical 
accomplishment of the purposes of this Act will be aided by such 
action, and in accordance with such rules, regulations, and orders as 
the board may prescribe, any Federal Home Loan Bank may be 
liquidated or reorganized, and its stock paid off and retired in whole 
or in part in connection therewith after paying or making provision 
for the payment of its liabilities. In the case of any such liquidation 
or reorganization, any other Federal Home Loan Bank may, with the 
approval of the board, acquire assets of any such liquidated or reor- 
ganized bank and assume liabilities thereof, in whole or in part. 

Sec. 27. Any institution, except a national bank, trust company, 
or other banking organization organized under any law of the United 
States, including the laws relating to the District of Columbia, shall 
be authorized to subscribe for stock of a Federal Home Loan Bank 
if otherwise eligible to make such subscription under the terms of this 
Act, any provision in any such law to the contrary notwithstanding. 

Sec. 28. If any provision of this Act, or the application thereof 
to any person or circumstances, is held invalid, the remainder of the 
Act, and the application of such provision to other persons or circum- 
stances, shall not be affected thereby. 
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Sec. 29. That notwithstanding any provisions of law prohibiting 
bonds of the United States from bearing the circulation privilege, for 
a period of three years from the date of enactment of this Act all out- 
standing bonds of the United States heretofore issued or issued during 
such period, bearing interest at a rate not exceeding 33¢ per centum 
per annum, shall be receivable by the Treasurer of the U nited States 
as security for the issuance of circulating notes to national banking 
associations, and upon the deposit with the Treasurer of the U nited 
States by a national banking association of any such bonds, such asso- 
ciation shall be entitled to receive circulating notes in the same man- 
ner and to the same extent and subject to the same conditions and 
limitations now provided by law in the case of 2 per centum gold 
bonds of the United States bearing the circulation privilege; except 
that the limitation contained in section 9 of the Act of July 12, 1882, 
- amended, with respect to the amount of lawful money whic h may 
be deposited with the Treasurer of the United States by national 
banking associations for the purpose of withdrawing bonds held as 
security for their circulating notes, shall not apply to the bonds of 
the United States to which the circulation privilege is extended by 
this section and which are held as security for such notes. Nothing 


contained in this section shall be construed to modify, amend, or repeal 
any law relating to bonds of the United States which now bear the 
circulation privilege. 

As used in this section, the word “bonds” shall not include notes, 
certificates, or bills issued by the United States. 

There are hereby authorized to be appropriated such sums as may 


be necessary to carry out the provisions of this section. 
Sec. 30. The right to alter, amend, or repeal this Act is hereby 
expressly reserved. 
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HOME OWNERS’ LOAN ACT OF 1933 
Approved June 13, 1933 (48 Stat 128, 12 U. S. C, 1461) 
DEFINITIONS 


Sec. 2. As used in this Act— 
(a) The term “Board” means the Federal Home Loan Bank Board 
created under the Federal Home Loan Bank Act. 
(b) The term “Corporation” means the Home Owners’ Loan Cor- 
poration created under section 4 of this Act. 
_ (c) The term “home mortgage” means a first mortgage on real 
estate in fee simple or on a leasehold (1) under a lease for not less than 
ninety-nine years which is renewable, or (2) under a lease having a 
period of not less than fifty years to run from the date the mortgage 
was executed, upon which there is located a dwelling or dwellings for 
not more than fear families, which is used in whole or in part by the 
owner as a home or held by him as his homestead, and which has a 
value of not to exceed $20,000; and the term “first mortgage” includes 
such classes of first liens as are commonly given to secure advances on 
real estate under the laws of the State in which the real estate is 
located, together with the credit instruments, if any, secured thereby. 
(d) The term “association” means a Federal Savings and Loan 
Association chartered by the Board as provided in section 5 of this 
Act. 


REPEAL OF DIRECT LOAN PROVISION OF FEDERAL HOME LOAN BANK ACT 


Sec, 3. Subsection (d) of section 4 of the Federal Home Loan Bank 
Act (providing for direct loans to home owners) is hereby repealed. 


CREATION OF HOME OWNERS’ LOAN CORPORATION 


SEC, 4.3 
FEDERAL SAVINGS AND LOAN ASSOCIATIONS 


Sec. 5. (a) In order to provide local mutual thrift institutions in 
which people may invest their funds and in order to provide for the 
tinancing of homes, the Board is authorized, under such rules and reg- 
ulations as it may prescribe, to provide for the organization, incorpora- 
tion, examination, oper ation, and regulation of associations to be 
known as “Federal Savings and Loan Associations”, and to issue char- 
tees therefor, giving primary consideration to the best practices of 


local mutual thrift. and home-financing institutions in the United 
States. 


‘Section 4, which relates to the Home Owners’ Loan Corporation, has been omitted from 
the compilation. 


301 





302 STUDY OF BANKING LAWS 


(b) Such associations shall raise their capital only in the form of 
payments on such shares as are authorized in their charter, which 
shares may be retired as is therein provided. No deposits shall be 
accepted and no certificates of indebtedness shall be issued except for 
such borrowed money as may be authorized by regulations of the 
Board. 

(c) Such associations shall lend their funds only on the security of 
their shares or on the security of first liens upon homes or combination 
of homes and business property within fifty miles of their home office : 
Provided, That not more than $35,000 shall be loaned on the security 
of a first lien upon any one such property ; ; except that not exceeding 
20 per centum of the assets of such association may be loaned on other 
improved real estate without regard to said $35,000 limitation, and 
without regard to said fifty-mile limit, but secured by first lien thereon : 
And pr ovided further, That any portion of the assets of such 
associations may be invested in eran of the United States 
or the stock or bonds of a Federal Home Loan Bank or in 
the obligations of the Federal National Mortgage Association: 
And prov vided further, That any such association which is converted 
from a State-chartered institution may continue to make loans in the 
territory in which it made loans while operating under State charter. 
In addition to the loans and investments otherwise authorized, such 
associations may purchase, subject to all the provisions of this para- 
graph except the area restriction, loans secured by first liens on im- 
proved real estate which are insured under the provisions of the Na- 
tional Housing Act, as amended, or insured as provided in the Service- 
men’s Readjustment Act of 1944, as amended. 

Without regard to any other provision of this subsection except the 
area requirement such associations are authorized to invest a sum not 
in excess of 15 per centum of the assets of such association in loans in- 
sured under title I of the National Housing Act, as amended, in un- 
secured loans insured or guaranteed under the provisions of the Serv- 
icemen’s Readjustment Act of 1944, as amended, and in other loans 
for property alteration, repair, or improvement: Provided, That no 
such loan, unless so insured or guaranteed, shall be made in excess 
of $3,500. 

(d} (1) The Board shall have power to enforce this section and 
rules aa regulations made hereunder. In the enforcement of any 
provision of this section or rules and regulations made hereunder, 
or any other law or regulation, and in the administration of conserva- 
torships and receiverships as provided in subsection (d) (2) hereof, 
the Board is authorized to act in its own name and through its own 
attorneys. The Board shall have power to sue and be sued, complain 
and defend in any court of competent jur isdiction in the United States 
or its territories or possessions or the Commonwealth of Puerto Rico. 
It shall by formal resolution state any alleged violation of law or 

regulation and give written notice to the association concerned of the 
facts alleged to be such violation, except that the appointment of a 
Supervisory Representative in Charge, a conservator or a receiver shall 
be exclusively as provided in subsection (d) (2) hereof. Such asso- 
ciation shall have thirty days within aah to correct the alleged 
violation of law or regulation and to perform any legal duty. If 
the association concerned does not aii with the law or regulation 
within such period, then the Board shall give such association twenty 
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days’ written notice of the charges against it and of a time and place 
at which the Board will conduct a he “aring as to such alleged violation 
of duty. Such hearing shall be in the Federal judicial district of the 
om iation unless it consents to another place and shall be conducted 
by a hearing examiner as is provided by the Administrative Procedure 
et. The Board or any member thereof or its designated representa- 
tive shall have power to administer oaths and aflirmations and shall 
have power to issue subpenas and subpenas duces tecum, and shall 
issue Such at the request of any interested party, and the Board or 
any interested party may apply to the United States district court 
of the district where such hearing is designated for the enforcement 
of such subpena or subpena duces tecum and such courts shall have 
power to order and require compliance therewith. A record shall be 
made of such hearing and any interested party shall be entitled to a 
copy of such record to be furnished by the Board at its reasonable cost. 
After such hearing and adjudication by the Board, appeals shall lie 
as is provided by the Administrative Procedure Act t, and the review 
by the court shall be upon the weight of the evidence. Upon the 
giving of notice of alleged violation of law or regulation as herein 
provided, either the Board or the association affected may, within 
thirty days after the service of said notice, apply to the United States 
district court for the district where the association is located for a 
declaratory judgment and an injunction or other relief with respect 
tosuch controversy, and said court shall have jurisdiction to adjudicate 
the same as in other cases and to enforce its orders. The Board may 
apply to the United States district court of the district where the 
association affected has its home office for the enforcement of any order 
of the Board and such court shall have power to enforce any such 
order which has become final. The Board shall be subject to suit by 
any Federal savings and loan association with respect to any matter 
under this section or regulations made thereunder, or any other law 
or regulation, in the United States district court for the district where 
the home office of such association is located, and may be served by 
serving a copy of process on any of its agents and mailing a copy of such 
process by registered mail, to the Home Loan Bank Board, Washi: ng- 
ton, District of Columbia. 

(2) The grounds for the appointment of a conservator or receiver 
for a Federal savings and loan association shall be one or more of the 
come: (i) insolvency in that the assets of such association are 
less than its obligations to its creditors and others, including its mem- 
bers; (ii) violation of law or of a regulation; (iii) the concealment 
of te records, or assets or the refusal to submit its books, papers, 
records, or affairs for inspection to any examiner or lawful agent 
appointed by the Home Loan Bank Board; and (iv) unsafe or un- 
sound operation. The Board shall have exclusive jurisdiction to 
appoint a Supervisory Representative in Charge, conservator, or re- 
ceiver, If, in the opinion of the Board, a ground for the appointment 
of a conservator or receiver as herein provided exists and the Board 
determines that an emergency exists requiring immediate action, the 
Board is authorized to appoint ex parte and without notice a Super- 
visory Representative in Charge to take charge of said association 
and its affairs who shall have and exercise all the powers herein pro- 
nae for conservators and receivers. Unless sooner removed by the 
Board, such Supervisory Representative in Charge shall hold office 
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until a conservator or receiver, appointed by the Board after notice 
as herein provided, takes charge of the association and its affairs, 
or for six months, or until thirty days after the termination of the 
administrative hearing and final proceedings herein provided, or until 
sixty days after the final termination of any litigation affecting such 
temporary appointment, whichever is longest. The Board shall have 
the power to appoint a conservator or received but no such appoint- 
ment of a conservator or receiver shall be made except pursuant to a 
formal resolution of the Board stating the grounds therefor and ex- 
cept notice thereof is given to said association stating: the grounds 
therefor and until an opoprtunity for an administrative hearing 
thereon is afforded to said association. Such hearing shall be held 
in accordance with the provisions of the Administrative Procedure 
Act and shall be subject to review as therein provided and the review 
by the court shall be upon the weight of the evidence. A conservator 
shall have all the powers of the members, the directors, and officers of 
the Federal association and shall be authorized to operate it in its own 
name or conserve its assets in the maner and to the extent authorized 
by the Board. The Board shall appoint only the Federal Savings 
and Loan Insurance Corporation as receiver for any Federal savings 
and loan association, which shall have power as receiver to buy at 
its own sale subject to approval by the Board. With the consent of the 
association expressed by a resolution of the board of directors or of its 
members, the Board is authorized to appoint a conservator or receiver 
for a Federal association without notice and without hearing. The 
Board shall have power to make rules and regulations for the reorgani- 
zation, merger, and liquidation of Federal associations and for such 
associations in conservatorship and receivership and for the conduct 
of conservatorships and receiverships. Whenever a Supervisory 
Representative in Charge, conservator, or receiver, appointed by the 
Board pursuant to the provisions of this section, demands possession 
of the property, business and assets of any association, the refusal 
of any officer, agent, employe, or director of such association to com- 
ply with the demand shall be punishable by a fine of not more than 
$1,000 or by imprisonment for not more than one year or both by such 
fine and imprisonment. 

(e) No charter shall be granted except to persons of good character 
and responsibility, nor unless in the judgment of the Board a necessit\ 
exists for such an institution in the community to be served, nor unless 
there is a reasonable probability of its usefulness and success, nor 
unless the same can be established without undue injury to properly 
conducted existing local thrift and home-financing institutions. 

(f) Each such association, upon its incorporation, shall become 
automatically a member of the Federal Home Loan Bank of the dis- 
trict in which it is located, or if convenience shall require and the 
Board approve, shall become a member of a Federal Home Loan Bank 
of an adjoining district. Such associations shall qualify for suc! 
membership in the manner provided in the Federal Home Loan Bank 
Act with respect to other members. 

(zg) The Secretary of the Treasury is authorized on behalf of the 
United States to subscribe for preferred shares in such associations 
which shall be preferred as to the assets of the association and which 
shall be entitled to a dividend, if earned, after payment of expenses and 
provision for reasonable reserves, to the same extent as other share- 
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holders. It shall be the duty of the Secretary of the Treasury to 
subseribe for such preferred shares upon the request of the Board ; but 
the subscription by him to the shares of any one association shall not 
exceed $100,000, and no such subscription shall be called for unless 
in the judgment of the Board the funds are necessary for the en- 
couragement of local home financing in the community to be served 
and for the reasonable financing of homes in such community. Pay- 
ment on such shares may be called from time to time by the association, 
subject to the approval of the Board and the Secretary of the Treas- 
ury; but the amount paid in by the Secretary of the Treasury shall 
at no time exceed the amount paid in by all other shareholders, and 
the aggregate amount of shares held by the Secretary of the Treasury 
shall not exceed at any time the aggregate amount of shares held by all 
other ee To enable the Secret: uy of the Treasury to 
make such subscriptions when called there is hereby authorized to 
be appropriated, out of any money in the Treasury not otherwise 
appropriated, the sum of $100,000,000, to be immediately available and 
to remain available until expended. Each such association shall issue 
receipts for such payments by the Secretary of the Treasury in such 
form as may be approved by the Board, and such receipts shall be 
evidence of the interest of the United States in such preferred shares 
to the extent of the amount so paid. Each such association shall make 
provision for the retirement of its preferred shares held by the Secre- 


tary of the Treasury, and beginning at the expiration of five years 
from the time of the investment in such shares, the association shall 
set aside one third of the receipts from its investing and borrowing 
shareholders to be used for the purpose of such retirement . In case of 


the liquidation of any such association the shares held by the Secre- 
tary of the Treasury shall be retired at par before any payments are 
made to other shareholders. 

(h) Such associations, including their franchises, capital, reserves, 
and surplus, and their loans and income, shall be exempt from all taxa- 
tion now or hereafter imposed by the United States (except the taxes 
imposed by sections 1410 and 1600 of the Internal Revenue Code with 
respect to wages paid after December 31, 1939, for employment after 
such date, and except, in the case of taxable years beginning after 
December 31, 1951, income, war-profits, and excess-profits taxes) and 
all shares of such associations shall be exempt both as to their value 
and the income therefrom from all taxation (except surtaxes, estate, 
inheritance, and gift taxes) now or hereafter imposed by the United 
States; and no State, Territorial, county, municipal, or local taxing 
authority shall impose any tax on such associations or their franchise, 
capital, reserves, surplus, loans, or income greater than that imposed by 
such authority on other similar local mutual or cooperative thrift and 
home financing institutions. 

(i) Any member of a Federal Home Loan Bank may convert itself 
into a Federal Savings and Loan Association under this Act upon a 
vote of 51 per centum or more of the votes cast at a legal meeting called 
to consider such action; but such conversion shall be subject to such 
rules and regulations as the Board may prescribe, and thereafter the 
converted association shall be entitled to all the benefits of this section 
and shall be subject to examination and regulation to the same extent 
as other associations incorporated pursuant to this Act. 
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Any Federal savings and loan association may convert itself into 
a savings and loan type | ay institution organized pursuant to the laws 
of the State, District, Territory (hereinafter referred to in this 
section as the State) in aaa the principal office of such Federal] 
association is located: Provided, (1) That the State permits the con- 
version of any savings and loan type of institution of such State into 
a Federal savings and loan association; (2) that such conversion of 
a Federal savings and loan association into such a State institution 
is determined upon the vote in favor of such conversion cast in person 
or by proxy at a special meeting of members called to consider such 
action, specified by the law of the State in which the home office of the 
Federal association is located, as required by such law for a State- 
chartered institution to convert itself into a Federal association, but 
in no event upon a vote of less than 51 per centum of all the votes cast 
at such meeting, and upon compliance with other requirements recipro- 
cally equivalent to the requirements of such State law for the conver- 
sion of a State-chartered institution into a Federal association; (3) 
that notice of the meeting to vote on conversion shall be given as 
herein provided and no other notice thereof shall be necessary; the 
notice shall expressly state that such meeting is called to vote thereon, 
as well as the time and place thereof, and such notice shall be mailed, 
postage prepaid, at least twenty and not more than thirty days prior 
to the date of the meeting, to each member of record of the Federal 
association at his last address as shown on the books of the Federal 
association and to the General Manager of the Federal Savings and 
Loan Insurance Corporation, Washington, District of Columbia; (4) 
that, upon the effective date of the conversion, the association has re- 
purchased the total amount invested in its shares by the Secretary of 
the Treasury ; and (5) that if, upon the effective date of conversion, 
the Home Owners’ Loan Corporation will hold of record shares of the 
association, its approval of the conversion has been obtained; (6) 
that, in the event of dissolution after conversion, the ee or 
shareholders of the association will share on a mutual basis in the 
assets of the association in exact proportion to their relative share or 
account credits; (7) that such conversion shall be effective upon the 
date that all the provisions of this Act shall have been fully complied 
with and upon the issuance of a new charter by the St ate wherein 
the association is located; it being provided that its act of converting 
into a State-chartered institution shall constitute an agreement to be 
bound by all the requirements that the Federal Savings and Loan 
Insurance mepereiion may legally impose under section 403 of title 
LV of the National Housing Act, as now or hereafter amended, and 
the association shall upon conversion and thereafter be authorized 
to issue securities in any form currently approved at the time of issue 
by the Federal Savings and Loan Insurance onpenetiees for issuance 
by similar insured institutions in such State, District, or Territory. 

In addition to the foregoing provision for conversion upon a vote 
of the members only any association chartered as a Federal savings 
and loan association, including any having outstanding shares held 
by the Secretary of the Treasury or Home Owners’ Loan C orporation, 
may convert itself into a State institution upon an equitable basis, 
subject to approval, by regulations or otherwise, by the Home Loan 
Bank Board and by the Federal Savings and Loan Insurance Corpo- 
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ration: Provided, That if the insurance of accounts is terminated in 
connection with such conversion, the notice and other action shall be 
taken as provided by law and regulations for the termination of in 
surance of accounts. 

(j) In addition to the authority to subscribe for preferred shares 
in Federal Savings and Loan Association, the Secretary of the Treas- 
ury is authorized on behalf of the United States to subscribe for any 
amount of full paid income shares in such associations, and it shall be 

he duty of the Secretary of the Treasury to subscribe for such full 
iia income shares upon the request of the Federal Home Loan Bank 
Board. Payment on such shares may be called from time to time by 
the association, subject to the approval of said Board and the Secretary 
of the Treasury, and such payments shall be made from the funds 
appropriated pursuant to subsection (g) of this section; but the 
amount paid in by the Secretary of the Treasury for shares under 
this subsection and such subsection (g), together shall at no time 
exceed 75 per centum of the total investment in the shares of such 
association by the Secretary of the Treasury and other shareholders. 
Each such association shall issue receipts for such payments by the 
Secretary of the Treasury in such form as may be approved by said 
Board and such receipts shall be evidence of the interest of the 
United States in such full-paid income shares to the extent of the 
amount so paid. No request for the repure ‘hase of the full paid income 
shares purchased by the Secretary of the Treasury shall be made for 
a period of five years from the date of such purchase, and thereafter 
requests by the Secretary of the Treasury for the re purchase of such 
shares by such associations shall be made at the discretion of the 
Board; but no such association shall be requested to repurchase any 
such shares in any one year in an amount in excess of 10 per centum 
of the total amount invested in such shares by the Secretary of the 
Treasury. Such repurchases shall be made in accordance with the 
rules and regulations prescribed by the Board for such associations. 

(k) When designated for that purpose by the Secretary of the 
Treasury, any Federal Savings and Loan Association or member of 
any Federal Home Loan Bank may be employed as fiscal agent of 
the Government under such regulations as may be prescribed by said 
Secretary and shall perform all such reasonable duties as fiseal agent 
of the Government as m: LV be required of it. Any Federal savings and 
loan association or member of any Federal Home Loan Bank may 
act as agent for any other instrumentality of the United States when 
designated for that purpose by such instrumentality of the United 
States. 

ENCOURAGEMENT OF SAVING AND HOME FINANCING 


Sec. 6. To enable the Board to encourage local thrift and local 
home financing and to promote, organize, and develop the associations 
herein provided for or similar associations organized under local laws, 
there is hereby authorized to be appropriated, out of any money in the 
Treasury not otherwise appropriated, the sum of $150, 000, to be imme- 
diately available and remain available until expended, subject to the 
call of the Board, which sum, or so much thereof as may be necessary, 
the Board is authorized to use in its discretion for the accomplishment 
of the purposes of this section without regard to the provisions of any 
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other law governing the expenditure of public funds. For the pur- 
poses of this section the Secretary of the Treasury is authorized and 
directed to allocate and make immediately available to the Board, 
out of the funds appropriated pursuant to section 5 (g), the sum of 
$700,000. Such sum shall be in addition to the funds appropriated 
pursuant to this section, and shall be subject to the call of the Board 
and shall remain available until expended. The sums appropriated 
and made available pursuant to this section shall be used impartially 
in the promotion and development of local thrift and home-financing 
institutions, whether State or Federal chartered. 

Sec. 7. The provisions of this Act shall apply to the continental 
United States, to the Territories of Alaska and Hawaii, and to 
Puerto Rico, Guam and the Virgin Islands. 

Sec. 8. Repealed. 

SEPARABILITY PROVISION 


Sec. 9. If any provision of this Act, or the application thereof to any 
person or circumstances, is held invalid, the remainder of the Act, 
and the application of such provision to other persons or circum- 
stances, shall not be affected thereby. 
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TITLE IV, NATIONAL HOUSING ACT 
Approved June 27, 1934 (48 Stat. 1255, 12 U.S. C. 1724) 
INSURANCE OF SAvINGS AND Loan Accounts 

DEFINITIONS 


Src. 401. As used in this title 

(a) The term “insured institution’ means an institution whose 
accounts are insured under this title. 

(b) The term “insured member” means an individual, partnership, 
association, or corporation which holds an insured account. Each 
officer, employee, or agent of the United States, of any State of the 
United States, of the ‘District of Columbia, of any Territory of the 
United States, of Puerto Rico, of the Virgin Islands, of any county, of 

any municipality, or of any political subdivision thereof, herein called 
“public unit”, having official custody of public funds and lawfully 
investing the same in an insured institution sh: ll, for the purpose of 
determining the amount of the insured account, be deemed an insured 
member in such custodial capacity separate and distinct from any 
other officer, employee, or agent of the same or any public unit having 
official custody of public funds and lawfully a the same in the 
same insured institution in custodial capacity. Funds held in fidu- 
clary capacity, when invested in an insured institution, shai! be in- 
sured in an amount not to exceed $10,000 for each trust estate, and 
notwithstanding any other provisions of this Act, such insurance shall 
be separate from and additional to that covering other investinents by 
the owners of such trust funds or the beneficiaries of such trust estates. 

(c) The term “insured account” means a share, certificate, or de- 
posit account of a type approved by the Federal Savings and Loan 
Insurance Corporation which is held by an insured member in an 
insured institution and which is insured under the provisions of this 
title. 

(d) The term “default” means an adjudication or other official de- 
termination of a court of competent jurisdiction or other public 
authority pursuant to which a conservator, receiver, or other legal 
custodian 1s appointed for an insured institution for the purpose of 
liquidation. 


CREATION OF FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 


Sec. 402. (a) There is hereby created a Federal Savings and Loan 
Insurance Corporation (hereinafter referred to as the “Corporation” ), 
which shall insure the accounts of institutions eligible for insurance 
is hereinafter provided, and shall be under the direction of a board 
of trustees to be composed of five members and operated by it under 
such bylaws, rules, and regulations as it may prescribe for carrying 

311 
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out the purposes of this title. The members of the Federal Home 
Loan Bank Board shall constitute the board of trustees of the Cor- 
pore ation and shall serve as such without additional compensation. 
The principal office of the Corporation shall be in the District of 
Columbia. 

(b) The Corporation shall have a capital stock of $100,000,000, 
which shall be divided into shares of $100 each. The total amount 
of such capital stock shall be subscribed for by the Home Owners’ 
Loan Corporation which is hereby authorized ‘and directed to sub- 
scribe for such stock and make payment therefor in bonds of the 
Home Owners’ Loan Corporation.t The Corporation shall issue to 
the Home Owners’ Loan Corporation receipts for payment for or 
on account of such stock, which shall serve as evidence of the owner- 
ship thereof, and the Home Owners’ Loan Corporation shall be 
entitled to the payment of dividends on such stock out of net earnings 
at a rate equal to the interest rate on such bonds, which dividends 
shall be cumulative. 

(c) Upon the date of enactment of this Act, the Corporation shall 
become a body corporate, and shall be an instrumentality of the United 
States, and as such shall have power 

(1) To adopt and use a corporate seal. 

(2) To have succession until dissolved by Act of Congress. 

(3) Tomake contracts. 

(4) To sue aid be sued, complain and defend, in any court of 
competent jurisdiction in the United States or its Territories or pos- 
sessions or the Commonwealth of Puerto Rico, and may be served 
by serving a copy of process on any of its agents or any agent of 
the Home Loan Bank Board ? and mailing a copy of such process by 
registered mail to the Corporation at Washington, District of 
Columbia. 

(5) To appoint and to fix the compensation, by its board of trustees, 
of such officers, employees, attorneys, or agents, as shall be necessary 
for the performance of its duties under this title, without regard to 
the prov isions of any other laws relating to the e1 mployment or com- 
pensation of officers or employees of the United States. Nothing in 
this title or any other provision of law shall be construed to prevent 
the appointment and compensation as an officer, attorney, or employee 
of the Corporation, of any officer, attorney, or employee of any board, 
corporation, commission, establishment, executive department, or in- 
strumentality of the Government. The Corporation, with the consent 
of any board. corporation, commission, establishment, executive de- 
partment, or instrumentality of the Government, including any field 
services thereof, may avail itself of the use of infor mation, service, 
and facilities thereof in carrying out the provisions of this title. The 
Corporation shall be entitled to the free use of the United States 
mails for its official business in the same manner as the executive de- 
partments of the Government, and shall determine its necessary ex- 


1 The Government Corporations Appropriation Act, 1949, Public Law 860, 80th Congress. 
approved June 30, 1948, 62 Stat. 11! 8, 1189, transferred this capital stock from HOLC to 
the Secretary of the Treasury and directed the Secretary of the Treasury to cancel bonds of 
HOLC in an amount equal to the par value of the stock so transferred, plus accrued divi- 
dends thereon computed at a rate approximating the average interest cost incurred by 
HOLC on its total borrowings during each respective fiscal year. 

2 By section 109 (a) of the Housing Amendments of 1955 (Public Law 345, 84th Con 
gress) approved August 11, 1955, the name of the Home Loan Bank Board was changed 
to the Federal Home Loan Bank Board. 
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penditures under this Act and the manner in which the same shall be 
incurred, allowed, and paid, without regard to the provisions of any 
other law governing the expenditure of public jou All necessary 
expenses in connection with the making of supervisory or other exam- 
inations (except examinations of Fede1 ral home loan banks), inc luding 
the provisions of services and facilities therefor, shall be considered as 
nonadministrative expenses. 

(d) For the purposes of this title, the Corporation shall have power 
to borrow money, and to issue notes, bonds, debentures, or other such 
obligations upon such terms and conditions as the board of trustees 
may determine. Moneys of the C orporation not required for current 
operations shall be deposited in the Treasury of the United States, or 
upon the approval of the Secretary of the Treasury, in any Federal 
Reserve bank, or shall be invested in obligations of, or guaranteed as 
to principal and interest by, the United States. When designated for 
that purpose by the Secretary of the Treasury, the C orporation shall 
be a depositary of public money under such regulations as may be 
prescribed by the Secretary of the Treasury, and may also be employed 
as fiscal agent of the United States, and it shall perform all such rea- 
sonable duties as depositary of public money and fiscal agent as may 
be required of it. 

(e) All notes, bonds, debentures, or other such obligations issued by 
the Corporation shall be exempt, both as to principal and interest, 
from all taxation (except surtaxes, estate, inheritance, and gift taxes) 
now or hereafter imposed by the United States, by any Territory, de- 
pendency, or possession thereof, or by any State, county, municipality, 
or local taxing authority. The Corporation, including its franchise, 
capital, reserves, surplus, and income, shall be exempt from all taxa- 
tion now or hereafter imposed by the United States, by any Territory, 
dependency, or possession thereof, or by any State, county, municipal- 
ity, or local taxing authority; except that any real property of the 
Corporation shall be subject to State, territorial, county, municipal, 
or local taxation to the same extent according to its value as other real 
property is taxed. 

(f) Repealed. 

(g) No individual, association, partnership, or corporation shall 
use the words “Federal Savings and Loan Insurance Corporation”, 
or any combination of any of these words which would have the effect 
of leading the public in general to believe there was any connection, 
actually not existing, between such individual, association, partner- 
ship, or corporation and the Federal Savings and Loan Insurance 
Corporation, as the name under which he or it shall hereafter do busi- 
ness. No individual, association, partnership, or corporation shall 
advertise or otherwise represent falsely by any device whatsoever that 
his or its accounts are insured or in anywise guaranteed by the Federal 
Savings and Loan Insurance Corporation, or by the Government of 
the United States, or by any instrumentality thereof; and no insured 
member shall advertise or otherwise represent falsely by any device 
whatsoever the extent to which or the manner in which its accounts 
are insured by the Federal Savings and Loan Insurance Corporation. 
Every individual, partnership, association, or corporation violating 
this subsection shall be punished by a fine of not exceeding $1,000, or 
by imprisonment not exceeding one year, or both. 
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(h) After the effective date of this subsection the Corporation is 
authorized and directed to pay off and retire annually at par an amount 
of its = al stock equal to 50 per centum of its net income for the 
fiseal year. Such payments shall be made promptly after the end of 
each fise ai year (beginning with the first fiscal year which begins after 
the date of enactment of this subsec tion) until the entire apital stock 
of $100,000,000 is retired. In lieu of any and all unpaid dividends, 
whether for any present, past, or future period, on its capital stock, the 
Corporation shall pay to the Secretary of the Treasury, promptly after 
the end of each fiscal year, beginning with the fiscal year 1951, a return 
on the wrerees amount, at par, of its capital stock outstanding during 
such fiscal year at a rate det ermined by the Secretary of the Treasury, 
taking into constduedtion the current average rate on outstanding 
marketable obligations of the United States as of the last day of the 
sixth month of such fiscal year, and the Corporation shall also pay to 
the Secretary of the Treasury an amount equal to 2 per centum simple 
interest per annum on its capital stock of $100,000,000 from June 27, 
1934, to June 30, 1950, less any amount heretofore paid by the Corpo- 
ration as dividends on such capital stock. The retirement of such 
capital stock shall not affect the applicability to said Corporation of 
the Government Corporation Control Act, as amended. 

(1) The Corporation is authorized to borrow from the Treasury, 
and the Secretary of the Treasury is authorized and directed to loan 
to the Corpor ation on such terms as may be fixed by the Corporation 
and the Secretary, such funds as in the judgment of the Home Loan 
Bank Board are from time to time required for insurance purposes. 
not exceeding in the aggregate $750,000,000 outstanding at any one 
time, and the C orporation hereafter shall not exercise its bor rowing 
power under the first sentence of subsection (d) of this section for the 
purpose of borrowing money from any other source: Provided, That 
each such loan shall bear interest at a rate determined by the Secretary 
of the Treasury, taking into consideration the current average rate on 
outstanding markets ble obligations of the United States as of the las 
day of the month prec ‘eding the making of such loan: Provided fur 
ther, That nothing in this subsection shall prevent the Corporation 
from issuing debentures in accordance with the provisions of subsection 
(b) of section 405. For the purposes of this subsection the Secretary 
of the Treasury is authorized to use as a public-debt transaction the 
proceeds of the sale of any securities hereafter issued under the Second 
Liberty Bond Act, as now or hereafter in force, and the purposes for 
which securities may be issued under the Second Liberty Bond Act, as 
now or hereafter in force, are hereby extended to include such loans. 
Any such loan shall be used by the Corporation solely in carrying out 


its functions with respect to sue -h insurance. A1)) loans and repayments 
2ndader bn2s subsection sha)) be treated as public- -debt transactions of the 


United States. 


INSURANCE OF ACCOUNTS AND ELIGIBILITY PROVISIONS 


Src. 403. (a) It shall be the duty of the Corporation to insure the 
accounts of all Federal savings and loan associations, and it may in- 
sure the accounts of building and loan, savings and loan, and home- 


stead associations and cooperative banks organized and. operated 
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according to the laws of the State, District, Territory, or possession in 
which they are chartered or organized. 

(b) Application for such insurance shall be made immediately by 

ach Federal savings and loan association, and may be made at any 
Gaon by other eligible institutions. Such applications shall be in 
such form as the Corporation shall prescribe, and shall contain an 
agreement (1) to pay the reasonable cost of such examinations as the 
Corporation shall deem necessary in connection with such insurance, 
and (2) if the insurance is granted, to permit and pay the cost of 
such examinations as in the judgment of the Corporation may from 
time to time be necessary for its protection and the protection of 
other insured institutions, to permit the Corporation to have access 
to any information or report with respect to any examination made 
by any public regulatory authority and to furnish any additional in- 
formation with respect thereto as the Corporation may require, and 
to pay the premium charges for insurance as hereinafter provided. 
Each applicant for such insurance shall also file with its application 
an agreement that during the period that the insurance is in force 
it will not make any loans beyond fifty miles from its principal office 
except with the approval of, and pursuant to regulations of, the 
Corporation, but any applicant which, prior to the date of enactment 
of this Act, has been permitted to make loans beyond such fifty mile 
limit may continue to make loans within the territory in which the ap- 
plicant is operating on such date; will not, after it becomes an in- 
sured institution, issue securities which guarantee a definite return 
or which have a definite maturity except with the specific approval 
of the Corporation, or issue any securities the form of which has not 
been approved by the Corporation; will not carry on any sales plan or 
practices, or any advertising, in violation of regulations to be made by 
- Corporation; will provide adequate reserves satisfactory to the 

Corporation, to be established in accordance with regulations made 
by the Corporation, before paying dividends to its insured members ; 
but such regulations shall require the building up of reserves to 5 per 
centum of all insured accounts within a reasonable period, not exceed- 
ing twenty years, and shall prohibit the payment of dividends from 
such reserves, or the payment of any dividends if any losses are charge- 
able to such reserves: Provided, That for any year dividends may be 
declared and paid when losses are chargeable to such reserves if the 
declaration of such dividends in such case is approved by the 
Corporation. 

(c) The Corporation shall reject the application of any applicant 
if it finds that the capital of the applicant is impaired or that its 
financial policies or management are unsafe ; and the Corporation may 
reject the application of any applicant if it finds that the character of 
the management of the applic ant or its home financ ing policy y is incon- 
sistent with economical home financ’ ing or with the } purposes of this 
title. Upon the approval of any application for insurance the Corpo- 
ration shall notify the applicant, and upon the payment of the initial 
premium charge for such insurance, as provided in section 404, the 
Corporation shall issue to the applicant a certificate stating that it 
has become an insured institution. In considering applications for 
such insurance the Corporation shall give full consideration to all 


82876—56——21 
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factors in connection with the financial condition of applicants and 
insured institutions, and shall have power to make such adjustments 
in their financial statements as the Corporation finds to be necessary. 

(d) Any institution which applies after the effective date of the 
Housing Amendments of 1955 for insurance under this title shall pay, 
in the event its application is approved, an admission fee in such 
amount as the Corporation shall determine, taking into consideration 
the total cost of processing all insurance applications. 


PREMIUMS ON INSURANCE 


Src. 404. (a) Each institution whose application for insurance is 
approved by the Corporation shall pay to the Corporation, in such 
manner as it shall prescribe, a premium charge for such insurance 
equal to one-twelfth of 1 per centum of the total amount of all accounts 
of the insured members of such institution plus any creditor obliga- 
tions of such institution. Such premium shall be paid at the time the 
certificate is issued by the Corporation under section 403, and there- 
after annually until a reserve fund has been established by the Corpo- 
ration equal to 5 per centum of all insured accounts and creditor obli- 
gations of all insured institutions; except that under regulations pre- 
scribed by the Corporation such premium charge may be paid semi- 
annually. If at any time such reserve fund falls below such 5 per 
centum, the payment of such annual premium charge for insurance 
shall be resumed and shall be continued until the reserve is brought 
back to such 5 per centum. For the purposes of this subsection, the 
amount in all accounts of insured members and the amount of creditor 
obligations of any institution may be determined from adjusted state- 
ments made within one year prior to the approval of the application 
of such institution for insurance, or in such other manner as the Cor- 
poration may by rules and regulations prescribe. 

(b) The Corporation is further authorized to assess against each 
insured institution additional premiums for insurance until the amount 
of such premiums equals the amount of all losses and expenses of the 
Corporation ; except that the total amount so assessed in any one year 
against any such institution shall not exceed one-eighth of 1 per centum 
of the total amount of the accounts of its insured members and its 
creditor obligations. 

(c) If an insured institution has paid a premium (other than any 
premium which may be assessed under subsection (b) of this section) 
at a rate in excess of one-twelfth of 1 per centum of the total amount 
of the accounts of its insured members and its creditor obligations for 
any period of time after June 30, 1949, it shall receive a credit upon 
its future premiums in an amount equal to the excess premium so paid 
for the period beyond such date. 


PAYMENT OF INSURANCE 


Sec. 405. (a) Each institution whose application for insurance un- 
der this title is approved by the Corporation shall be entitled to insur- 
ance up to the full withdrawal or repurchasable value of the accounts 
of each of its members and investors (including individuals, partner- 
ships, associations, and corporations) holding withdrawable or repur- 
chasable shares, investment certificates, or deposits, in such institution: 
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except that no member or investor of any such institution shall be in- 
sured for an aggregate amount in excess of $10,000. 

(b) In the event of a default by any insured institution, payment of 
each insured account in such insured institution which is surrendered 
and transferred to the Corporation shall be made by the Corporation 
as soon as possible either (1) by cash or (2) by making available to 
each insured member a transferred account in a new insured institution 
in the same community or in another insured institution in an amount 
equal to the insured account of such insured member: Provided, That 
the Corporation, in its discretion, may require proof of claims to be 
filed before paying the insured accounts, and that in any case where 
the Corporation is not satisfied as to the validity of a claim for an 
insured account, it may require the final determination of a court of 
competent jurisdiction before paying such claim. 

(c) No action against the Corporation to enforce a claim for pay- 
ment of insurance upon an insured account of an insured institution 
in default shall be brought after the expiration of three years from 
the date of default unless, within such three-year period, the con- 
servator, receiver, or other legal custodian of the insured institution 
shall have recognized such insured account as a valid claim against 
the insured institution and the claim for payment of insurance shall 
have been presented to the Corporation and its validity denied, in 
which event the action may be brought within two years from the 
date of such denial. 


LIQUIDATION OF INSURED INSTITUTIONS 


Src. 406. (a) In order to facilitate the liquidation of insured in- 
stitutions, the Corporation is authorized (1) to contract with any 
insured institution with respect to the making available of insured 
accounts to the insured members of any insured institution in de- 
fault, or (2) to provide for the organization of a new Federal savings 
and loan association for such purpose subject to the approval of the 
Federal Home Loan Bank Board. 

(b) In the event that a Federal savings and loan association is in 
default, the Corporation shall be appointed as conservator or re- 
ceiver and is authorized as such (1) to take over the assets of and 
operate such association, (2) to take such action as may be necessary 
to put it in a sound and solvent condition, (3) to merge it with an- 
other insured institution, (4) to organize a new Federal savings and 
loan association to take over its assets, or (5) to proceed to liquidate 
its assets in an orderly manner, which ever shall appear to be to the 
best interests of the insured members of the association in default; 
and in any event the Corporation shall pay the insurance as provided 
in section 405 and all valid credit aes of such association. 
The surrender and transfer to the Corporation of an insured account 
in any such association which is in default shall subrogate the Corpo- 
ration with respect to such insured account, but shall not affect any 
right which the insured member may have in the uninsured portion 
of his account or any right which he may have to participate in the 
distribution of the net proceeds remaining from the disposition of the 
assets of such association. 

(c) In the event any insured institution other than a Federal savings 
and loan association is in default, the Corporation shall have authority 
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to act as conservator, receiver, or other legal custodian of such insured 
institution, and the services of the Corporation are hereby tendered to 
the court or other public authority having the power of appointment. 
If the Corporation is so appointed, it shall have the same power and 
duties with respect to the insured institution in default as are con- 
ferred upon it under subsection (b) with respect to Federal savings and 
loan associations. If the Corporation is not so appointed it shi all pay 
the insurance as provided in section 405, and shall have power (1) to 
bid for the assets of the insured institution in default, (2) to negotiate 
for the merger of the insured institution or the transfer of its assets, 
or (3) to make any other disposition of the matter as it may deem in 
the best interests of all concerned. 

(d) In connection with the liquidation of insured institutions in 
default, the Corporation shall have power to carry on the business of 
and to collect all obligations to the insured institutions, to settle, com- 
promise, or release c laims in favor of or against the insured institutions, 
and to do all other things that may be necessary in connection there- 
with, subject only to the regulation of the court or other public author- 
ity having jurisdiction over the matter. 

(e) The Corporation shall make an annual report to the Congress 
of the operations by it of insured institutions in default, and shall keep 
a complete record of the administration by it of the assets of such 
insured institutions which shall be subject to inspection by any officer 
of any such insured institution or by any other interested party, and, 
if any such insured institution is oper: ated under the laws of any State, 
Territory, or possession of the United States, or of the District of 
Columbia, suc h annual report shall also be filed with the public author- 
ity which has jurisdiction over the insured institution. 

(f) In order to prevent a default in an insured institution or in order 
to restore an insured institution in default to normal operation as an 
insured institution, the Corporation is authorized, in its discretion, to 
make loans to, purchase the assets of, or make a contribution to, an 
insured institution or an insured institution in default; but no contribu- 
tion shall be made to any such institution in an amount in excess of that 
which the Corporation finds to be reasonably necessary to save the 
expense of liquidating such institution. 


TERMINATION OF INSURANCB 


Sec. 407. Any insured institution other than a Federal savings and 
loan association may terminate its status as an insured institution by 
written notice to the Corporation. Whenever in the opinion of the 
Home Loan Bank Board * any insured institution has violated its duty 
as such or has cont ined unsafe or unsound practices in conducting the 
business of such institution, or has knowingly or negligently permitted 
any of its officers or agents to violate any provision of: any law or regu- 
1; ation to which the insured institution is subject, said Board shall first 
give to the authority having supervision of the institution, if any, 
statement with respect to such practices or violations for the argon 
of securing the correction thereof and shall give a copy thereof to the 
institution. In the case of an institution of a State where there is no 


® By section 109 (a) of the Housing Amendments of 1955 (Public Law 345, 84th Con- 
ress) approved August 11, 1955, the name of the Home Loan Bank Board was ‘changed to 
the Federal Home Loan Bank Board. 
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supervisory authority the statement shall be sent directly to the institu- 
tion. Unless such correction shall be made within one hundred and 
twenty days or such shorter period of time as the supervisory author- 
ity, if any, shall require, the Home Loan Bank Board, if it shall 
determine to proceed further, shall give to the institution not less 
than thirty days’ written notice of intention to terminate the status 
of the institution as an insured institution, and shall fix a time and 
place for a hearing before the Home Loan Bank Board, a member 
thereof, or a person designated by the Board. The Home Loan Bank 
Board shall make written findings. Unless the institution shall appear 
at the hearing by a duly authorized representative, it shall be deemed 
to have consented to the termination of its status as an insured institu- 
tion. If the Home Loan Bank Board shall find that any unsafe or 
unsound practice or violation specified in such notice has been estab- 
lished and has not been corrected within the time above preseribed in 
which to make such correction, the Home Loan Bank Board may issue 
its order terminating the insured status of the institution effective on 
a date subsequent to such finding and to the expiration of the time 
specified in such notice of intention. The hearing hereinabove pro- 
vided for shall be held in accordance with the provisions of the Admin- 
istrative Procedure Act and shall be subject to review as therein pro- 
vided and the review by the court shall be upon the weight of the 
evidence. In the event of the termination of such status, insurance 
of its accounts to the extent that they were insured on the date of such 
notice by the institution to the Corporation or such order of termina- 
tion, less any amounts thereafter withdrawn, repurchased, or redeemed 
which reduce the insured accounts of an insured member below the 
amount insured on the date of such notice or order, shall continue for 
a period of two years, but no investments or deposits made after the 
date of such notice or order of termination shall be insured. The 
Corporation shall have the right to examine such institution from time 
to time during the two-year period aforesaid. Such insured institu- 
tion shall be obligated to pay, within thirty days after any such notice 
or order of termination, as a final insurance premium, a sum equivalent 
to twice the last annual insurance premium paid by it. In the event 
of the termination of insurance of accounts as herein provided the 
institution which was the insured institution shall give prompt and 
reasonable notice to all of its insured members that it has ceased to be 
an insured institution and it may include in such notice the fact that 
insured accounts, to the extent not withdrawn, repurchased, or re- 
deemed, remain insured for two years from the date of such termina- 
tion, but it shall not further represent itself in any manner as an 
insured institution. In the event of failure to give the notice to 
insured members as herein provided the Corporation is authorized to 
vive reasonable notice. 
e os ok 
PENALTIES 
Src. 512. Repealed. 


SEPARABILITY PROVISION 


Sec. 513. If any provision of his Act, or the application thereof to 
any person or circumstances, is held invalid, the remainder of the Act, 


* Federal Home Loan Bank Board. 





320 STUDY OF BANKING LAWS 


and the application of such provision to other persons or circumstances, 
shall not be affected thereby. 


APPLICABILITY OF OTHER ACTS 


Src. 514. The provisions of section 10 (a) 1 and 10b of the Federal 
Home Loan Bank Act, as amended (49 Stat. 294, 295); paragraph 
seventh of section 5136 of the Revised Statutes, as eae (49 Stat. 
709) ; section 24 of the Federal Reserve Act, as amended (49 Stat. 
706) ; subsection (n) of section 77B of the Bankruptcy Act, as amended 
(49 Stat. 664) ; section 5 (c) of the Act approved January 31, 1935, 
continuing and extending the functions of the Reconstruction Finance 

yorporation (49 Stat. 1) ; and all other provisions of law establishing 
rights under mortgages insured in accordance with the provisions of 
the National Housing Act, shall be held to apply to such Act, as 
amended. 
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FEDERAL CREDIT UNION ACT 
Approved July 26, 1934 (48 Stat. 1216; 12 U.S. C. 1751) 
DEFINITIONS 


Sec. 2. A Federal credit union is defined as a cooperative associa- 
tion organized in accordance with the provisions of this Act for the 
purpose of promoting thrift among its members and creating a source 
of credit for provident or productive purposes. When used in this 
Act the term “Bureau” means Bureau of Federal Credit Unions, and 
the term “Director” means the Director thereof. 


FEDERAL CREDIT UNION ORGANIZATION 


Sec. 3. Any seven or more natural persons who desire to form a Fed- 
eral credit union shall subscribe before some officer competent to ad- 
minister oaths an organization certificate in duplicate which shall 
wei: ally state— 

) The name of the association. 

(2) The location of the proposed Federal credit union and the 
territory in which it will oper ate. 

(3) The names and addresses of the subscribers to the certificate 
and the number of shares subscribed by each. 

4 ) The par value of the shares, which shall be $5 each. 

5) The proposed field of membership, spec ified in detail. 

(6) The term of the existence of the corporation, which may be 
perpetual. 

(¢) The fact that the certificate is made to enable such persons to 
avail themselves of the advantages of this Act. 

Such organization certificate may also contain any provisions ap- 
proved by the Director for the management of the business of the 
association and for the conduct of its atlairs and relative to the powers 
of its directors, officers or stockholders. 


APPROVAL OF ORGANIZATION CERTIFICATE 


Sec. 4. Any such organization certificate shall be presented to the 
Director for approval. Upon such approval the Federal credit union 
shall be a body corporate and as such, subject to the limitations herein 
contained, shall be vested with all of the powers and charged with all 
the liabilities conferred and imposed by “bie Act upon corporations 
organized hereunder. Before any organization certificate is approved 
an appropriate investigation sh: all be made for the purpose of deter- 
mining (1) whether the organization certificate conforms to the pro- 
vision of this Act; (2) the general character and fitness of the sub- 
scribers thereto ; sai (3) the economic advisability of establishing the 
proposed Federal credit union. U pon approval of such organization 
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certificate by the Director it shall be the charter of the corporation, 
and one of the originals thereof shall be delivered to the corporation 
after the payment of the fee required therefor. 


FEES 


Sec. 5. For the purpose of paying the costs incident to the ascer- 
tainment of whether an organization certificate should be approved 
the subscribers to any such certificate shall pay, at the time of filing 
their organization certificate, the amount prescribed by the Director, 
which shall not exceed $20 in any case; and on the approval of any 
organization certificate they shall also pay a fee of $5. Not later than 
January 31 of each calendar year, each Federal credit union shall pay 
to the Bureau of Federal Credit Unions, for the preceding calendar 
year, a supervision fee in accordance with a graduated scale prescribed 
by regulation on the basis of assets as of December 31 of such preced- 
ing year, but such fee shall in no event be less than $10 nor (subject to 
such minimum) more than the amounts specified in the following 
table: Provided, however, That no such annual fee shall be payable by 
such an organization with respect to the year in which its charter is 
issued or the year in which final distribution is made in liquidation of 
the credit union or the charter is otherwise canceled. All such fees 
shall be deposited with the Treasurer of the United States for the 
account of the Bureau and may be expended by the Director for such 
administrative and other expenses incurred in carrying out the pro- 
visions hereof as he may determine to be proper, the purpose of such 
fees being to defray, as far as practicable, the administrative and 
supervisory costs incident to the carrying out of this chapter. 

“Total assets Mazimum fee 


$500,000 or less_.---_— -.. 30 cents per $1,000. 

Over $500,000 and not $150,:plus 25 cents per $1,000 in excess of $500,000. 
over $1,000,000. 

Over $1,000,000 and not $275, plus 20 cents per $1,000 in excess of $1,000,000. 
over $2,000,000. 

Over $2,000,000 and not $475, plus 15 cents per $1,000 in excess of $2,000,000. 
over $5,000,000. 

Over $5,000,000 $925, plus 10 cents per $1,000 in excess of $5,000,000.” 


REPORTS AND EXAMINATIONS 


Src. 6. Federal credit unions shall be under the supervision of the 
Director, and shall make such financial reports to him (at least annu- 
ally) as he may require. Each Federal credit union shall be subject 
to examination by, and for this purpose shall make its books and 
records accessible to, any person designated by the Director. The 
Director shall fix a scale of examination fees to be paid by Federal 
credit unions, giving due consideration to the time and expense inci- 
dent to such examinations, and to the ability of Federal credit unions 
to pay such fees, which fees shall be assessed against and paid by each 
Federal credit union promptly after the completion of such exami- 
nation. Examination fees collected under the provisions of this 
section shall be deposited to the credit of the special fund created 
by section 5 hereof, and shall be available for the purposes specified 
in said section 5. 
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POWERS 


Sec. 7. A Federal credit union shall have succession in its corporate 
name wien its existence and shall have power— 

1) To make contracts. 

(2) To sue and be sued. 

(3) To adopt and use a common seal and alter the same at pleasure. 

(4) To purchase, hold, and dispose of property necessary and inci- 
dental to its operations. 

(5) To make loans with maturities not exceeding 3 years to its 
members for provident or productive purposes upon ‘such terms and 
conditions as this chapter and the bylaws sll and as the credit 
committee may approve, at rates of interest not exceeding 1 per centum 
per month on unpaid balances (inclusive of all charges incident to 
making the loan): Provided, That no loans to a director, officer, or 
member of a committee shall exceed the amount of his holdings in the 
Federal credit union as represented by shares thereof. No director, 
officer, or committee member shall endorse for borrowers. A borrower 
may repay his loan, prior to maturity, in whole or in part on any 
business day. The taking, receiving, reserving, or charging a rate 
of interest greater than is ‘allowed by this subsection, w hen know ingly 
done, shall be deemed a forfeiture of the entire interest which the 
note, bill, or other evidence of debt carries with it, or which has been 
agreed to be paid thereon. In case the greater rate of interest has 
been paid the person by whom it has been paid, or his legal repre- 
sentatives, may recover back, in an action in the nature of an action 
of debt, the entire amount of interest thus paid from the credit union 
taking or receiving the same: Provided, That such action is com- 
menced within 2 years from the time the usurious transaction occurred. 

(8) To receive from its members payments on shares. 

7) To invest its funds (a) in loans exclusively to members; (6) in 
ob ligations of the United States of America, or securities fully guar- 
anteed as to principal and interest thereby; (c) in accordance “with 
rules and regulations prescribed by the Director, in loans to other 
credit unions in the total amount not exceeding 25 per centum of its 
paid-in and unimpaired capital and surplus; (d) or in shares or 
accounts of Federal savings and loan associations, and in shares or 
accounts of any other institution, the accounts of which are insured by 
the Federal Savings and Loan Insurance Corporation. 

(8) To make deposits in national banks and in State banks, trust 
companies, and mutual savings banks operating in accordance with 
the laws of the State in which the Federal credit union does business. 

(9) To borrow (from any source) in an aggregate amount not ex- 
ceeding 50 per centum of its paid-in and unimpaired capital and sur- 
plus: Provide d, That any Federal credit union may discount with or 
sell to any Federal intermediate credit bank any eligible obligations 
up to the amount of its paid-in and unimpaired capital, subject to such 
rules and regulations as may be prescribed by the Director. 

(10) To fine members, in accordance with the bylaws, for failure to 
meet promptly their obligations to the Federal credit union. 

(11) To impress and enforce a lien upon the shares and dividends 
of any member, to the extent of any loan made to him and any dues or 
fines payable by him. 
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(12) To exercise such incidental powers as shall be necessary or 
requisite to enable it to carry on effectively the business for which it 


is Incorporated. 


BYLAWS 


Sec. 8. In order to simplify the organization of Federal credit 


unions the Director shall, on June 26, 1934, ¢ cause to be prepared a 
form of organization certificate and a form of bylaws, consistent with 
this chapter, which shall be used by Federal credit union incorporators, 
and shall be supplied to them on request. At the time of presenting 
the organization certificate the incorporators shall also submit pro- 
posed bylaws to the Director for his approval. 


MEMBERSHIP 


Sec. 9, Federal credit union membership shall consist of the incor- 
porators and such other persons and incorporated and unincorporated 


organizations, to the extent permitted by rules and regulations pre- 
scribed by the Director, as may be elected to membership and as shall, 
each, subscribe 6 at least one share of its stock and pay the initial 
installment thereon and the entrance fee; except that Federal credit 
union membership shall be limited to groups having a common bond 
of mene or association, or to groups within a well-defined 
neighborhood, community, or rural district. Shares may be issued in 
joint tenancy with night of survivorship with any persons designated 
by the credit union member, but no joint tenant shall be permitted to 
vote, obtain loans, or hold office, unless he is within the field of mem- 
bership and is a qualified member. 
MEMBERS’ MEETINGS 

Sec. 10. The fiscal year of all Federal credit unions shall end 
December 31. The annual meeting of each Federal credit union shall 
be held at such time during the month of the following January and 
at such place as its bylaws shall preseribe. Special meetings may be 
held in the manner indicated in the bylaws. No member shall be 
entitled to vote by proxy, but a member other than a natural person 
may vote through an agent designated for the purpose. Lrrespective 
of the number of shares held by him, no member shall have more than 
one vote. 

MANAGEMENT 


Src. 11. (a) The business affairs of a Federal credit union shall be 
managed by a board of not less than five directors, a credit committee 
of not less than three members, and a supervisory committee of three 
members (a majority of whom shall not be direc tors) all to be elected 
by the members (and from their number) at their annual meeting, 
and to hold office for such terms, respectively, as the bylaws may pro- 
vide. A record of the names and addresses of the members of the 
board and committees and officers shall be filed with the Bureau within 
ten days after their election. No member of the board or of either 
committee shall, as such, be compensated. 
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OFFICERS 


(b) At their first meeting after the annual meeting of the members, 
the directors shall elect from their number a president, a vice presi- 
dent, a clerk, and a treasurer, who shal] be the executive oflicers of the 
corporation and may be compensated for their services to such extent 
as the bylaws may provide. The offices of clerk and treasurer may be 
held by the same person. The duties of the officers shall be as deter- 
mined by the bylaws, except that the treasurer shall be the general 
manager of the corporation. Before the treasurer shall enter upon 
his duties he shall give bond with good and sufficient surety, in an 
amount and character to be determined from time to time by the 
board of directors in compliance with regulations prescribed, from 
time to time, by the Director, conditioned upon the faithful perform- 
ance of his trust. 

DIRECTORS 


(c) The board of directors shall meet at least once a month and shall 
have the general direction and control of the affairs of the corporation. 
Minutes of al] such meetings shall be kept. Among other things they 
shall act upon applications for membership; require any oflicer or 
employee having custody of or handling funds to give bond with good 
and sufficient surety in an amount and character to be determined from 
time to time by the board of directors in compliance with regulations 
prescribed, from time to time, by the Director, and authorize the pay- 
ment of the premium or premiums therefor from the funds of the 
Federal credit union; recommend the declaration of dividends; fill 
vacancies in the board and in the credit committee until successors 
elected at the next annual meeting have qualified; have charge of 
investments other than loans to members; determine from time to 
time the maximum number of shares that may be held by any in- 
dividual; subject to the limitations of this chapter, determine the 
interest rates on loans and the maximum amount that may be loaned 
with or without security to any member; and, subject to such regula- 
tions as may be issued by the Director, authorize an interest refund to 
members of record at the close of business on December 31 in propor- 
tion to the interest paid by them during that year. 


CREDIT COMMITTEE 


(d) The credit committee shall hold such meetings as the business 
of the Federal credit union may require and not less frequently 
than once a month (of which meetings due notice shall be given to 
members of the committee) to consider applications for loans. No 
loan shall be made unless approved by a majority of the entire com- 
mittee and by all the members of the committee who are present at 
the meeting at which the application is considered. Applications for 
loans shall be made on form prepared by such committee, which shall 
set forth the purpose for which the loan is desired, the security, if 
any, and such other data as may be required. No loan shall be made 
to any member which shall cause such member to become indebted to 
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the Federal credit union in the aggregate, upon loans made to such 
member, in excess of $200 or 10 per centum of the Federal credit union’s 
paid-in unimpaired capital and surplus, whichever is greater, or in 
excess of $400 unless such excess over $400 is adequately secured. For 
the purposes of this subdivision an assignment of shares or the en- 
dorsement of a note shall be deemed security. 


SUPERVISORY COMMITTEE 


(e) The supervisory committee shall make, at least quarterly, an 
examination of the affairs of the Federal credit union, including an 
audit of its books; shall make an annual audit and a report to be sub- 
mitted at the annual meeting of the corporation ; and, by a unanimous 
vote, may suspend any officer of the corporation, or any member of the 
credit committee or of the board of directors until the next members’ 
meeting, which said meeting, however, shall be held within 7 days of 
said suspension and at which meeting said suspension shall be acted 
upon by the members; and, by a majority vote, may call a special 
meeting of the shareholders to consider any violation of this chapter, 
the charter, or of the bylaws, or any practice of the corporation deemed 
by the committee to be unsafe or unauthorized. The said committee 
shall fill vacancies in its own membership until successors to be elected 
at the next annual meeting have qualified. The supervisory committee 
shall cause the passbooks and accounts of the members to be verified 
with the records of the treasurer from time to time and not less fre- 
quently than once every 2 years. As used in this subsection the term 
“passbook” shall include any book, statement of account, or other rec- 
ord approved by the Director for use by Federal credit unions. 


RESERVES 


Sec. 12. All entrance fees and fines provided by the bylaws and 20 per 
centum of the net earnings of each year, before the declaration of any 
dividends, shall be set aside as a regular reserve against losses on bad 
loans and such other losses as may be specified in the bylaws in accord- 
ance with regulations prescribed under this act: Provided, however, 
That when the regular reserve thus established shall equal 10 per 
centum of the total amount of members’ shareholdings, no further 
transfer of net earnings to such regular reserve shall be required ex- 
cept that such amounts not in excess of 20 per centum of the net earn- 
ings as may be néeded to maintain this 10 per centum ratio shall be 
transferred. In addition to such regular reserve, special reserves to 
protect the interests of members shall be established when required 
(a) by regulation, or (6) in any special case, when found by the 
Director to be necessary for that purpose. 


DIVIDENDS 


Sec. 13. At the annual meeting a dividend may be declared from 
the remaining net earnings on recommendation of the board of direc- 
tors, which dividend shall be paid on all paid-up shares outstanding 
at the end of the preceding fiscal year. Shares which become fully 
paid up during such year shall be entitled to a proportional part of 
said dividend calculated from the first day of the month following 
such payment in full. 
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EXPULSION AND WITHDRAWAL 


Sec. 14. A member may be expelled by a two-thirds vote of the mem- 
bers of a Federal credit union present at a special meeting called for 
the purpose, but only after an opportunity has been given him to be 
heard. Withdrawal or expulsion of a member shall not operate to 
relieve him from liability to the Federal credit union. The amount to 
be paid a withdrawing or expelled member by a Federal credit union 
shall be determined and paid in the manner specified in the bylaws. 


MINORS 


. 15. Shares may be issued in the name of a minor or in trust, 
“len to such conditions as may be prescribed by the bylaws. The 
name of the beneficiary shall be disclosed to the Federal credit union. 


CERTAIN POWERS OF DIRECTOR 


Sec. 16. (a) The Director may prescribe rules and regulations for 
the administration of this chapter (including, but not by way of 
limitation, the merger, consolidation, and/or dissolution of corpora- 
tions organized under this chapter). 

(6) (1) The Director may suspend or revoke the charter of any 
Federal credit union, or place the same in involuntary liquidation 
and appoint a liquidating agent therefor, upon his finding that the 
organization is bankrupt or ‘insolvent or has violated any provisions 
of its charter, its bylaws, or of this chapier, or of any regulations 
issued thereunder. 

(2) The Director, through such persons as he shall designate, may 
examine any Federal credit union in voluntary liquidation - and, upon 
his finding that such voluntary liquidation is not being conducted in 
an orderly or efficient manner or in the best interests of its members 
may terminate such voluntary liquidation and place such organiz: tion 
in involuntary liquidation and appoint a liquidating agent therefor. 

(3) Such liquidating agent shall have power and authority, subject 
to the control and supervision of the Director and under such rules 
and regulations as the Director may prescribe, (i) to receive and take 
possession of the books, records, assets, and property of every descrip- 
tion of the Federal credit union in liquidation, to sell, enforce collec- 
tion of, and liquidate all such assets and property, to compound all 
bad or doubtful debts, and to sue in his own name or in the name of the 
Federal credit union in liquidation, and defend such actions as may 
be brought against him as liquidating agent or against the Feder “al 
credit union; (ii) to receive, examine, and | pass upon all claims against 
the Federal credit union in liquidation, including claims of members 
on shares; (iii) to make distribution and payment to creditors and 
members as their interests may appear; and (iv) to execute such docu- 
ments and papers and to do such other acts and things which he may 
deem necessary or desirable to discharge his duties hereunder. 

(4) Subject to the control and supervision of the Director and under 
such rules and regulations as the Director may prescribe, the liquidat- 
ing agent of a F ederal credit union in inv oluntary liquidation shall (i) 
cause notice to be given to creditors and members to present their 
claims and make legal proof thereof, which notice shall be published 
once a week in each of three successive weeks in a newspaper of general 
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circulation in each county in which the Federal credit union in liquida- 
tion maintained an office or branch for the transaction of business on 
the date it ceased unrestricted operations: Provided, That whenever 
the aggregate book valie of the assets and property of a Federal credit 
union in involunt: ary liquidation is less than $1, 000, unless the Direc. 

tor shall find that its books and records do not contain a true and 
accurate record of its liabilities, he shall declare such Federal credit 
union in liquidation to be a “no publication” liquidation, and publica- 
tion of notice to creditors and members shall not be required in such 
case: (ii) from time to time, make a ratable dividend on all such claims 
as may have been proved to his satisfaction or adjudicated in a court 
of competent jurisdiction and, after the assets of such organization 
have been liguidated, shall make further dividends on all claims 
previously proved or adjudicated ; and the liquidating agent may ac- 
cept in lieu of a formal proof of claim on behalf of any creditor or 
member the statement of any amount due to such creditor or member 
as shown on the books and records of the credit union: Provided, That 
all claims not filed before payment of the final dividend shall be barred 
and claims re jected or depllow ed by the liquidating agent shall be 
likewise barred unless suit be instituted thereon within 3 months after 
notice of rejection or Saiowans e; (iii) ina “no publication” liquida- 
tion, determine from all sources available to him, and within the limits 
of available funds of the Federal credit union, the amounts due to 
creditors and members, and after 60 days shall have elapsed from the 
date of his appointment, shall distribute the funds of the Federal 
credit union to creditors and members ratably and as their interests 

may appear. 

(5) Upon certification by the liquidating agent in the case of an 
involuntary liquidation, and upon such proof as shall be satisfactory 
to the Director in the case of a voluntary liquidation, that distribution 
has been made and that liquidation has been completed, as provided 
herein, the Director shall cancel the charter of such Federal credit 
union: Provided, That the corporate existence of the Federal credit 
union shall continue for a period of 3 years fro mthe date of such 

cancellation of its charter, during which period the liquidating agent, 
or his duly appointed successor, or such persons as the Director shall 
designate, may act on behalf of the Federal credit union for the pur- 
pose of paying, satisfying, and discharging any existing liabilities or 
obligations, collecting and distr ibuting its “assets, and doing all other 
acts required to adjust and wind up ‘its business and affairs, and it 
may sue and be sued in its corporate name. 

(0) After the expiration of 5 years from the date of cancellation 
of the charter of a Federal credit union the Director may, in his 
discretion, destroy any or all books and records of such Federal credit 
union in his possesion or under his control. 

(c) The Director is authorized and empowered to execute any 
and all functions and perform any and all duties vested in him hereby, 
through such persons as he shall designate or employ; and he may 
delegate : ao any person or persons, including any institution operating 
under the general supervision of the Bureau, the performance and 


discharge of any authority, power, or function vested in him by this 
chapter. 


1 So in original. 
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(d) All books and records of Federal credit unions shall be kept and 
reports shall be made in accordance with forms approved by the 
ey Th 

e) The Director is authorized to make investigations and to con 
dt t researches and studies of the problems of persons of smal] means 
in obtaining credit at reasonable rates of interest, and of the methods 
and benefits of cooperative saving and lending among such persons. 
ile is further authorized to make reports of such investigations and 
to publish and disseminate the same. 

(f) Any officer or employes »of the Bureau of Federal Credit Unions 
is authorized, when designated for the purpose by the Director of the 
Bureau of Federal C redit Unions, to administer oaths and affirmations 

id to take affidavits and depositions touching upon any matter within 
(he jurisdiction of the Bureau of Federal ¢ ‘redit Unions. 

(g) The Director of the Bureau of Federal Credit Unions is au- 
thorized, empowered, and directed to require that every person ap- 
pointed or elected by any Federal credit union to any position requir 
ing’ the receipt, payment or cus stody of money or other personal 
property owned by a Federal credit union or in its custody or control 
as collateral or otherwise, to give bond in 2 corporate surety company 
holding a certificate of authority from the Secretary of the Treasury 
under na Act of Congress approved July 30, 1947 (6 U.S. C., sees. 
(-13), as an acceptable surety on Feder: il bonds. Any such bond or 
bonds a ill be in a form approved by the Director with a view to pro- 
viding surety coverage to the Federal credit union with reference to 
loss by reason of acts of fraud or dishonesty including forgery, theft, 
embezzlement, wrongful abstraction or misapplication on the part of 
the pe rson, directly or through connivance with others, and such other 
surety coverages as the Director m: iy determine to be reasonably ap- 
propriate or as elsewhere required by this chapter. Any such bond 
or bonds shall be in an amount in relation to the money or other per- 
sonal property involved or in relation to the assets of the Federal 
credit union as the Director may from time to time prescribe by regu- 
lation for the purpose of requiring reasonable coverage. In lieu of 
individual bonds the Director may approve the use of a form of 
schedule or blanket bond which covers all of the officers and employees 
of a Federal credit union whose duties include the receipt, payment, 
or custody of money or other personal property for or on behalf of 
the Federal credit union. The Director may also approve the use of 

. form of excess coverage bond whereby a Federal credit union may 
sbtain an amount of coverage in excess of the basic surety coverage. 


FISCAL AGENTS AND DEPOSTTORTIES 


Sec. 17. Each Federal credit union organized under this chapter, 
when requested by the Secretary of the Treasury, shall act as fiscal 
agent of the United States and shall perform such services as the 
Secretary of the Treasury may require m connection with the collec- 
tion of taxes and other obligations due the United States and the lend 
ing, borrowing, and repayment of money by the United States, in- 
cluding the issue, sale, redemption, or repurchase of bonds, notes, 
Treasury certificates of indebtedness, or other obligations of the United 
States; and to facilitate such purposes the Director shall furnish to 


82876—56——22 





332 STUDY OF BANKING LAWS 


the Secretary of the Treasury from time to time the names and ad- 
dresses of ali Federal credit unions with such other available informa- 
tion concerning them as may be requested by the Secretary of the 
Treasury. Any Federal credit union organized under this chapter, 
when designated for that purpose by the Secretary of the Treasury, 
shall be a depository of public money, except receipts from customs, 
under such regulations as may be prescribed by the Secretary of the 
Treasury. 
TAXATION 


Src. 18. The Federal credit unions organized hereunder, their prop- 
erty, their franchises, capital, reserves, surpluses, and other funds, and 
their income shall be exempt from all taxation now or hereafter im- 
posed by the United States or by any State, Territorial, or local taxing 
authority; except that any real property and any tangible personal 
property of such Federal credit unions shall be subject to Federal, 
State, Territorial, and local taxation to the same extent as other simi- 
lar property is taxed. Nothing herein contained shall prevent hold- 
ings in any Federal credit union organized hereunder from being in- 
cluded in the valuation of the personal property of the owners or hold- 
ers thereof in assessing taxes imposed by authority of the State or po- 
litical subdivision thereof in which the Federal credit union is located: 
Provided, however, That the duty or burden of collecting or enforcing 
the payment of such tax shall not be imposed upon any such Federal 
credit union and the tax shall not exceed the rate of taxes imposed upon 
holdings in domestic credit unions. 

Src. 19. Not to exceed $50,000 of the fund available to the Governor 
[of the Farm Credit Administration] under section 1404 of this title, 
for expenses of administration in connection with loans made thereun- 
der to aid in the establishment of agricultural credit cornora ions. is 
made available also for administrative expenses in administering this 
chapter 

Sec. 20. (a) If any provision of this chapter, or the application 
thereof to any person or circumstance, is held invalid, the remainder 
of the chapter, and the application of such provisions to other persons 
or circumstances, shall not be affected thereby. 

(b) The right to alter, amend, or repeal this chapter or any part 
thereof, or any chapter issued pursuant to the provisions of this chap- 
teer, is expressly reserved. 

Sec. 21. Upon application by any credit union organized under 
State law or by any Federal credit union organized in accordance with 
the terms of this chapter, the membeship of which is composed ex- 
clusively of Federal employees and members of their families, which 
application shall be addressed to the officer or agency of the United 
States charged with the allotment of space in the Federal buildings 
in the community or district in which said credit union or Federal! 
credit union does business, such officer or agency may in his or its 
discretion allot space to such credit union if space is available without 
charge for rent or services. 

Sec. 22. The provisions of this Act shall be extended to and include 
the Panama Canal Zone, and the Virgin Islands. 
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TITLE 18 OF THE UNITED STATES CODE 


Offenses classified 





Sec. 1. Notwithstanding any Act of Congress to the contrary: 

(1) Any offense punish: able by death or imprisonment for a term 
exceeding one year is a felony. 

(2) Any other offense is a misdemeanor. 

(3) Any misdemeanor, the penalty for which does not exceed im- 
prisonment for a period of six months or a fine of not more than $00, 
or both, is a petty offense. 

Principals in crimes 

Sec. 2. (a) Whoever commits an offense against the United States, 
or aids, abets, counsels, commands, induces, or procures Its commis- 
sion, is a principal. 

(b) Whoever causes an act to be done, which if directly performed 
by him would be an offense against the United States, is also a prin- 
cipal and punishable as such. 


Department and agency defined 


Sec. 6. As used in this title: 

The term “department” means one of the executive departments 
enumerated in section 1 of Title 5, unless the context shows that such 
term was intended to describe the executive, legislative, or judicial 
branches of the government. 

The term “agency” includes any department, independent estab- 
lishment, commission, administration, authority, board or bureau of 
the United States or any corporation in which the United States has 
a proprietary interest, unless the context. shows that such term was 
intended to be used in a more limited sense. 





Offer of bribe to officer or other person 
‘Sec. 201. Whoever promises, offers, or gives any money or thing 
of value, or makes or tenders any check, order, contract, undertaking, 
obligation, gratuity, or security for the payment of money or for the 
delivery or conveyance of anything of value, to any officer or em- 
ployee or person acting for or on behalf of the United States, or any 
department or agency thereof, in any official function, un der o r by 
authority of any such department or agency or to any officer or caren 
acting for or on behalf of either House of Congress, or of any com- 
mittee of-either House, or both Houses thereof, with iatent to influence 
his decision or action on any question, matter, cause, or proceeding 
which may at any time be pending, or which may by law be brought = 
fore him in his official capacity, or in his place of trust or profit, ¢ 
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with intent to influence him to commit or aid in committing, or to 
collude in, or allow, any fraud, or make opportunity for the commis- 
sion of any fraud, on the United States, or to induce him to do or omit 
to do any act in violation of his lawful duty, shall be fined not more 
than three times the amount of such money or value of such thing or 
imprisoned not more than three years, or both. 

This section shall not apply to violations of section 212 of this title. 


Acceptances or solicitation by officer or other person 

Sec. 202. Whoever, being an officer or employee of, or person acting 
for or on behalf of the United States, in any officis al capacity, under 
or by virtue of the authority of any department or agency thereof, or 
an officer or person acting for or on behalf of either House of C ongress, 
or of any committee of either House, or of both Houses thereof, asks. 
accepts, or receives any money, or any check, order, contract, promise, 
undertaking, obligation, gratuity, or security for the payment of 
money, or for the ‘delivery or conveyance of anything of value, with 
intent to have his decision or action on any question, matter, cause, 
or proceeding which may at any time be pending, or which may by 
law be brought before him in his official capacity, or in his place of 
trust or profit, influenced thereby, shall be fined not more than three 
times the amount of such money or value of such thing or imprisoned 
not more than three years, or both; and shall for feit his office or 
place and be disqualified cous holding any office of honor, trust, or 
profit under the United States. 

This section shall not apply to violations of section 213 of this title. 


Offer of loan or gratuity to bank examiner 

Src. 217. Whoever, being an officer, director or employee of a bank 
which is a member of the Federal Reserve System or the deposits of 
which are insured by the Federal De “posit Insurance Corporation, or of 
any National Agricultural Credit Corporation, or of any land bank, 
national farm Jo: association or other institution subject to examina- 
tion by a farm credit examiner, makes or grants any loans or gratuity, 
to any examiner or assistant examiner who examines or has authori ity 
to examine such bank, corporation, or institution, shall be fined not 
more than $5,000 or imprisoned not more than one year, or both; and 
may be fined a further sum equal to the money so loaned or gratuity 
given. 

The provisions of this section and section 218 of this title shall apply 
to all public examiners and assistant examiners who examine member 
banks of the Federal Reserve System or insured banks, or National 
Agricultural Credit Corporations, whether appointed by the C ap 
troller of the C urrency, by the Board of Governors of the Federal 
Reserve System, by a Federal Reserve Agent, by a Federal Reserve 
bank or by the Federal Deposit Insurance Corporation, or appointed 
or elected under the laws of any state: but shall not apply to private 
examiners or assistant examiners employed only by a clearinghouse 
association or by the directors of a bank. 


Acceptance of loan or gratuity by bank examiner 


Src. 218. Whoever, being an examiner or assistant examiner of 
member banks of the Federal Reserve System or banks the deposits . 
which are insured by the Federal Deposit Insurance Corporation, or 
farm credit examiner or examiner of National Agricultural Credit 
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( ‘orporations, accepts a loan or gratuity from any bank, corporation, 
association or organization examined by him or from any person con- 
nected therewith, shall be fined not more than $5,000 or imprisoned 
not more than one year, or both; and may be fined a further sum equal 
to the money so loaned or gratuity given, and shall be disqualified 
from holding office as such examiner. 


Fees for procuring loans 

oa 219. Whoever stipulates for or gives or receives, or consents or 
agrees to give or receive, any fee, commission, bonus, or thing of value 
for procuring or endeavoring to procure from any Federal reserve 
bank any advance, loan, or extension of credit or discount or purchase 
of any obligation or commitment with respect thereto, either directly 
from such Federal reserve bank or indirectly through any financing 
institution, unless such fee, commission, bonus, or thing of value and 
all material facts with respect to the arrangement or understanding 
therefor shall be disclosed in writing in the application or request for 
such advance, loan, extension of credit, discount, purchase, or com- 
mitment, shall be fined not more than $5,000 or imprisoned not more 
than one year, or both. 


Receipt of commissions or gifts for procuring loans 

Sec. 220. Whoever, being on officer, director, employee, agent, or 
attorney of any bank, the deposits of which are insured by the Federal 
Deposit Insurance Corporation, of a Federal intermediate credit bank, 
or of a National Agricultural Credit Corporation, except as provided 


by law, stipulates for or receives or consents or agrees to receive any fee, 
commission, gift, or thing of value, from any person, firm, or corpora- 
tion, for procuring or endeavoring to procure for such person, firm, 
or corporation, or for any other person, firm, or corporation, from any 
such bank or corporation, any loan or extension or renewal of loan or 
substitution of security, or the purchase or discount or aecceptance of 
uly paper, note, dr: aft, check, or bill of exchange by any such bank or 
corporation, shall be fined not more than $5,000 or imprisoned not 
more than one year or both. 


Compensation to Members of Cengress, officers, and others in 
matters affecting the Government 


Sec. 281. Whoever, being a Member of or Delegate to Congress, or a 
e sident Commissioner, either before or after he has qualified, or the 
head of a department, or other officer or employee of the United States 
or any department or agency thereof, directly or indirectly receives or 

rrees to receive, any compensation for any services rendered or to 
be rendered, either by himself or another, in relation to any proceed- 
ng, contract, el: aim, controver SY, chs irge, accusation, arrest, or other 
matter in which the United States is a party or directly or indirectly 

nterested, before any department, agency, court m: irtial, officer, or any 
vil, military, or naval commission, shall be fined not more than 
$10, 000 or imprisoned not more than two years, or both; and shall be 
incapable. of holding any office of honor, trust, or profit under the 
United States. * * * 

This section shall not apply to any person because of his member- 
ship in the National Guard of the District of Columbia nor to any 
person specially excepted by Act of Congress. 
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Officers or employees interested in claims against the Government 

Sec. 283. Whoever, being an officer or employee of the United States 
or any department or agency thereof, or of the Senate or House of Rep- 
resentatives, acts as an agent or attorney for prosecuting any claim 
against the United States, or aids or assists in the prosecution or sup- 
port of any such claim otherwise than in the proper discharge of his 
official duties, or receives any gratuity, or any share of or interest in 
any such claim in consideration of assistance in the prosecution of 
such claim, shall be fined not more than $10,000 or imprisoned not 
more than one year, or both. * * * 

This section shall not apply to any person because of his member- 
ship in the National Guard of the District of Columbia nor to any 
person specially excepted by enactment of Congress. 


Disqualification of former officers and employees in matters con- 
nected with former duties 

Src. 284. Whoever, having been emploved in any ageney of the 
United States, ine luding commissioned officers assigned to duty in 
such agency, within two years after the time when such employment 
or service has ceased, prosecutes or acts as counsel, attorney, or agent 
for prosecuting, any claims against the United States involving any 
subject matter directly connected with which such person was so em- 
ployed or performed duty, shall be fined not more than $10,000 or im- 
prisoned not more than one year, or both. 


False, fictitious or fraudulent claims 

Sec. 287. Whoever makes or presents to any person or officer in the 
civil, military, or naval service of the United States, or to any depart- 
ment or agency thereof, any claim upon or against the United States, 
or any department or agency thereof, knowing such claim to be false, 
fictitious, or fraudulent, shall be fined not more than $10,000 or im- 
prisoned not more than five years, or both. 


Wrongful issuance of currency 

Sec. 334. Whoever, being a Federal Reserve Agent, or an agent or 
employee of such Federal Reserve Agent, or of the Board of Governors 
of the Federal Reserve System, issues or puts in circulation any Fed- 
eral Reserve notes, without complying with or in violation of the pro- 
visions of law regulating the issuance and circulation of such Federal 
Reserve notes; or 

Whoever, being an officer acting under the provisions of chapter 2 
of Title 12, countersigns or delivers to any national banking associa- 
tion, or to any other company or person, any circulating notes con- 
templated by that chapter except in strict accordance w vith its pro- 
visions— 

Shall be fined not more than $5,000 or imprisoned not more than five 
years, or both. 


Circulation of obligations of expired corporations 

Sec. 335. Whoever, being a director, officer, or agent of a cor- 
poration created by Act of Congress, the charter of which has expired, 
or trustee thereof, or an agent of such trustee, or a person having in 
his possession or under his control the property of such corpor ation 
for the purpose of paying or redeeming its notes and obligations, 
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knowingly issues, reissues, or utters as money, or in any other way 
knowingly puts in circulation any bill, note, check, draft, or other 
security purporting to have been made by any such corporation, or by 
any oflicer thereof, or purporting to have been made under authority 
derived therefrom, shall be fined not more than $10,000 or imprisoned 
not more than five years, or both. 


Contracts by Member of Congress 

Sec. 431. Whoever, being a Member of or Delegate to Congress, or 
a Resident Commissioner, either before or after he has qualified, 
directly or indirectly, himself, or by any other person in trust for him, 
or for his use or benefit, or on his account, undertakes, executes, holds, 
or enjoys, in whole or in part, any contract or agreement, made or en- 
tered into in behalf of the United States or any agency thereof, b 
any officer or person authorized to make contracts on its behalf, shall 
be fined not more than $3,000. 

All contracts or agreements made in violation of this section shall be 
void; and whenever any sum of money is advanced by the United 
States or any agency thereof, in consideration of any such contract or 
agreement, it shall forthwith be repaid; and in case of failure or re- 
fusal to repay the same when demanded by the proper officer of the 
department or agency under whose authority such contract or agree- 
ment shall have been made or entered into, suit shall at once be brought 
against the person so failing or refusing and his sureties for the re- 
covery of the money so advanced. 


Officer or employee contracting with Member of Congress 

Sec. 432. Whoever, being an officer or employee of the United States, 
on behalf of the United States or any agency thereof, directly or indi- 
rectly makes or enters into any contract, bargain, or agreement, with 
any Member of or Delegate to Congress, or any Resident Commis- 
sioner, either before or after he has qualified, shall be fined not more 
than $3,000, 


Bonds and obligations of certain lending agencies 

Sec. 493. Whoever falsely makes, forges, counterfeits or alters any 
note, bond, debenture, coupon, obligation, instrument, or writing in 
imitation or purporting to be in imitation of, a note, bond, debenture, 
coupon, obligation, instrument or writing, issued by the Reconstruc- 
tion Finance Corporation, Federal Deposit Insurance Corporation, 
Home Owners’ Loan Corporation, Farm Credit Administration, Fed- 
eral Housing Administration, Federal Farm Mortgage Corporation 
or any land bank, intermediate credit bank, bank for cooperatives or 
any lending, mortgage, insurance, credit or savings and loan corpora- 
tion or association authorized or acting under the laws of the United 
States, shall be fined not more than $10,000 or imprisoned not more 
than five years, or both. 

Whoever passes, utters, or publishes, or attempts to pass, utter or 
publish any note, bond, debenture, coupon, obligation, instrument or 
document knowing the same to have been falsely made, forged, counter- 
feited or altered, contrary to the provisions of this section, shall be 
fined not more than $10,000 or imprisoned not more than five years, 


or both. 
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Political contributions by national banks 

Sec. 610. It is unlawful for any national bank, or any corporation 
organized by authority of any law of Congress, to make a contribution 
or expenditure in connection with any election to any political office, 
or in connection with any primary election or political convention or 
caucus held to select candidates for any political office, or for any cor- 
poration whatever, or any labor organization to make a contribution 
or expenditure in connection with any election at which Presidential 
and Vice Presidential electors or a Senator or Representative in, or 
a Delegate or Resident Commissioner to Congress are to be voted for, 
or in connection with any primary election or political convention or 
caucus held to select candidates for any of the foregoing offices, or 
for any candidate, political committee, or other person to accept or 
receive any contribution prohibited by this section. 

Every corporation or labor organization which makes any contri- 
bution or expenditure in violation of this section shall be fined not 
more than $5,000; and every officer or director of any corporation, or 
officer of any labor organization, who consents to any contribution or 
expenditure by the corporation or labor organization, as the case may 
be, and any person who accepts or receives any contribution, in viola- 
tion of this section, shall be fined not more than $1,000 or imprisoned 
not more than one year, or both; and if the violation was willful, 
shall be fined not more than $10,000 or imprisoned not more than two 
years, or both. 

For the purposes of this section “labor organization” means any 
organization of any kind, or any agency or employee representation 
committee or plan, in which employees participate and which exist 
for the purpose, in whole or in part, of dealing with employers con- 
cerning grievances, labor disputes, wages, rates of pay, hours of 
employment, or conditions of work. 


Theft of public money or property 

Src. 641. Whoever embezzles, steals, or purloins, or knowingly con- 
verts to his use or the use of another, or without authority, sells, con- 
veys or disposes of any record, voucher, money, or thing of value of the 
United States, or of any department or agency thereof, or any prop- 
erty made or being oe under contract for the United States or any 
department or agency thereof; or 

Whoever receives, conceals, or retains the same with intent to convert 
it to his use or gain, knowing it to have been embezzled, stolen, pur- 
loined or converted— 

Shall be fined not more than $10,000 or imprisoned not more than 
ten years, or both; but if the value of such property does not exceed 
the sum of $100, he shall be fined not more than $1,000 or imprisoned 
not more than one year, or both. 

The word “value” means face, par, or market value, or cost price, 
either wholesale or retail, whichever is greater. 

Officer or employee of United States converting property of 
another 

Sec. 654. Whoever, being an oflicer or employee of the United States 
or of any department or agency thereof, embezzles or wrongfully con- 
verts to his own use the money or property of another which comes into 
his possession or under his control in the execution of such office or em- 
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ployment, or under color or claim of authority as such officer or em- 
ployee, shall be fined not more than the value of the money and prop- 
erty thus embezzled or converted, or imprisoned not more than ten 
years, or both; but if the sum saan’ is $100 or less, he shall be 
fined not more than $1,000 or imprisoned not more than one year, or 


2 both. 


Theft by bank examiner 
4 Sec. 655. Whoever, being a bank examiner or assistant examiner, 
; steals, or unlawfully takes, or unlawfully conceals any money, note, 
















































draft, bond, or security or any other property of value in the possession 
4 of any bank or banking institution which is a member of the Federal 
i Reserve System or which is insured by the Federal Deposit Insurance 
4 Corporation, or from any safe deposit box in or adjacent to the prem- 


ises of such bank, shall be fined not more than $5,000 or imprisoned not 
more than five years, or both; but if the amount taken or concealed does 
; not exceed $100, he shall be fined not more than $1,000 or imprisoned 
not more than one year, or both; and shall be disqualified from holding 
oflice as a national bank examiner or Federal Deposit Insurance Cor- 
poration examiner. 

This section shall apply to all public examiners and assistant exam- 
iners who examine member banks of the Federal Reserve System or 
4 banks the deposits of which are insured by the Federal Deposit Insur- 
4 ance Corporation, whether appointed by the Comptroller of the Cur- 
: rency, by the Board of Governors of the Federal Reserve System, by a 
Federal Reserve Agent, by a Federal Reserve bank, or by the Federal 
Deposit Insurance Corporation, or appointed or elected under the laws 
of any State; but shall not apply to private examiners or assistant 
examiners employed only by a Semiadlaneas association or by the 
directors of a bank. 

Theft, embezzlement, or misapplication by bank officer or employee 

Sec. 656. Whoever, being an officer, director, agent or employee of, 
or connected in any capacity with any Federal Reserve bank, member 
bank, national bank or insured bank, or a receiver of a national bank, 
or any agent or employee of the receiver, or a Federal Reserve Agent, 


:) or an agent or employee of a Federal Reserve Agent or of the Board 
: of Governors of the Federal Reserve System, embezzles, abstracts, 


purloins or willfully misapplies any of the moneys, funds or credits 

of such bank or any moneys, funds, assets or securities intrusted to the 

custody or care of such bank, or to the custody or care of any such 

agent, officer, director, employee or receiver, shall be fined not more 

than $5,000 or imprisoned not more than five years, or both; but if the 

’ amount embezzled, abstracted, purloined or misapplied does not ex- 

‘ ceed $100, he shall be fined not more than $1,000 or imprisoned not 
more than one year, or both. 

As used in this section, the term “national bank” is synonymous with 

i “national banking association”; “member bank” means and includes 

any national bank, state bank, or bank and trust company which has 

become a member of one of the Federal Reserve banks; and “insured 

bank” includes any bank, banking association, trust company, savings 

bank, or other banking institution, the deposits of which are insured 

by the Federal Deposit Insurance Corporation. 
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Embezzlement from lending, credit and insurance institutions 

Sec. 657. Whoever, being an officer, agent, or employee of or con- 
nected in any capacity with the Reconstruction Finance Corporation, 
Federal Deposit Insurance Corporation, Home Owners’ Loan Corpo- 
ration, Farm Credit Administration, Federal Housing Administra- 
tion, Federal Farm Mortgage Corporation, Federal Crop Insurance 
Corporation, Farmers’ Home Corporation, the Secretary of Agricul- 
ture acting through the Farmers’ Home Administration, or any land 
bank, intermediate credit bank, bank for cooperatives or any lending, 
mortgage, insurance, credit or savings and loan corporation or associa- 
tion authorized or acting under the laws of the United States, or any 
institution the accounts of which are insured by the Federal Savings 
and Loan Insurance Corporation, and whoever, heine a receiver of any 
such institution, or agent or employee of the receiver, embezzles, 
abstracts, purloins, or willfully misapplies any moneys, funds, credits, 
securities or other things of value belonging to such institution, or 
pledged or otherwise intrusted to its care, shall be fined not more than 
$5,000 or imprisoned not more than five years, or both; but if the 
amount or value embezzled, abstracted, purloined or misapplied does 
not exceed $100, he shall be fined not more than $1,000 or imprisoned 
not more than one year, or both. 


Misuse of official insignia 

Sec. 701. Whoever manufactures, sells, or possesses any badge, 
identification card, or other insignia, of the design prescribed by the 
head of any department or agency of the United States for use by any 
officer or employee thereof, or any colorable imitation thereof, or 
photographs, prints, or in any other manner makes or executes any 
engraving, photograph, print, or impression in the likeness of any such 
badge, identification card, or other insignia, or any colorable imitation 
thereof, except as authorized under regulations made pursuaut to law, 
shall be fined not more than $250 or imprisoned not. more than six 
months, or both. 


False advertising 

Sec. 709. Whoever, except as permitted by the laws of the United 
States, uses the word “national,” “Federal,” “United States,” “re- 
serve,” or “Deposit Insurance” as part of the business or firm name of 
a person, corporation, partnership, business trust, association or other 
business entity engaged in the banking, loan, building and loan, broker- 
age, factorage, insurance, indemnity, savings or trust business; or 

Whoever falsely advertises or represents, or publishes or So 
any sign, symbol or advertisement reasonably calculated to convey the 
impression that a nonmember bank, banking association, firm or part- 
nership is a member of the Federal reserve system ; or 

Whoever, except as expressly authorized by Federal law, uses the 
words “Federal Deposit,” “Federal Deposit Insurance,” or “Federal 
Deposit Insurance Corporation” or a combination of any three of these 
words, as the name or a part thereof under which he or it does business, 
or advertises or otherwise represents falsely by any device whatsoever 
that his or its deposit liabilities, obligations, certificates, or shares are 
insured or guaranteed by the Federal Deposit Insurance Corporation, 
or by the United States or by any instrumentality thereof, or whoever 
advertises that his or its deposits, shares or accounts are federally 
insured, or falsely advertises or otherwise represents by any device 
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whatsoever the extent to which or the manner in which the deposit 
liabilities of an insured bank or banks are insured by the Federal De- 


i yosit Insurance Corporation: or 

: Whoever, not being organized under chapter 7 of Title 12, adver- 
Ei tises or represents that it makes Federal Farm loans or advertises 
a or offers for sale as Federal Farm loan bonds any bond not issued 
i under chapter 7 of Title 12, or uses the word “F ederal” or the words 
i “United States” or any other words implying Government ownership, 


obligation or supervision in advertising or offering for sale any bond, 

: note, mortgage or other security not issued by the Governm ent of the 
k United States under the provisions of said chapter 7 or some other Act 
of Congress ; or 

Whoever uses the words “Federal Home Loan Bank” or any com- 
a bination or variation of these words alone or with other words as a 
business name or part of a business name, or falsely publishes, adver- 
tises or represents by any device or symbol or other means reasonably 
calculated to convey the impression that he or it is a Federal Home 
Loan Bank or member of or subscriber for the Stock of a Federal 
Home Loan Bank; or 
. Whoever uses the words “National Agricultural Credit Corpora- 
tion” as part of the business or firm name of a person, corporation, 
partnership, business trust, association or other business entity not 
organized under the laws of the United States as a National Agricul- 
tural Credit Corporation; or 

Whoever uses the words “Federal intermediate credit bank” as part 
of the business or firm name for any person, corporation, partnership, 
business trust, association or other business entity not organized as an 
intermediate credit bank under the laws of the United States; or 

Whoever uses as a firm or business name the words “Housing and 
Home Finance Agency” , “Federal Housing Administration”, “Federal 
National Mortgage Associ ation”, or “Public Housing Administration” 
or the letters “FHA” or any combination or variation of those words 
or the letters “FHA” alone or with other words or letters reasonably 
calculated to convey the false impression that such name or business 
; has some connection with, or authorization from, the Housing and 
Home Finance Agency, the Federal Housing Administration, the Fed- 
J eral National Mortgage Association, the Public Housing Administra- 
4 tion, the Government of the United States or any agency thereof, which 
does not in fact exist, or falsely claims that any repair, improvement, 
or alteration of any existing structure is required or recommended by 
the Housing and Home Finance Agency, the Federal Housing Admin- 
istration, the Federal National Mortg: ige Association, the P ublic Hous- 
ing Administration, the Government of the United States or any 
agency thereof, for the purpose of inducing any person to enter into a 
contract for the making of such repairs, alterations, or improvements, 
or falsely advertises or falsely egrets by any device whatsoever 
that any housing unit, project, business, or product has been in any 
way endorsed, authorized, inspected, cma aised, or approved by the 
Housing and Home Finance Agency, the Federal Housing Adminis- 

ration, ‘the Federal National Mortgage Association, the Public Hous- 
Administr: ation, the Government of the United States or any 
agency thereof; or 

" Whoev er, except with the written permission of the Director of the 
Federal Bureau of Investigation, knowingly uses the words “Federal 
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Bureau of Investigation” or the initials “F. B. I.”, or any colorable 
imitation of such words or initials, in connection with any advertise- 
ment, circular, book, pamphlet or other publication, play, motion pic- 
ture, broadcast, telecast, or other production, in a manner reasonably 

‘alculated to convey the impression that such advertisement, circular, 
book, pamphlet or other publication, play, motion picture, broadcast. 
telecast, or other production, is approved, endorsed, or authorized by 
the Federal Bure:u of Invest igat ion; or 

Whoever uses 2: 2 firm or business name the words “Reconstruction 
Finance Corporation” or any combination or variation of these 
words— 

Shall be punished as follows: a corporation, partnership, business 
trust, association, or other business entity, by a fine of not more than 
$1,000; an officer or member thereof participating or knowingly 
acquiescing in such violation or any individual violating this section, 
by a fine of not more than $1,000 or imprisonment for not more than 
one year, or both. 

This section shall not make unlawful the use of any name or title 
which was lawful on the date of enactment of this title. 

This section shall not make unlawful the use of the word “national” 
as part of the name of any business or firm engaged in the insurance 
or indemnity business, whether such firm was engaged in the insurance 
or indemnity business prior or subsequent to the date of enactment of 
this paragraph. 

A violation of this section may be enjoined at the suit of the United 
States Attorney, upon complaint by any duly authorized representa- 
tive of any department or agency of the United States. 

Impersonating an officer or employee of the United States 

Sec. 912. Whoever falsely assumes or pretends to be an officer or 
employee acting under the authority of the United States or any 
department, agency or officer thereof, and acts as such, or in such pre- 
tended character demands or obtains any money, paper, document, 01 
thing of value, shall be fined not more than $1,000 or imprisoned not 
more than three years, or both. 


it: 


Financial transactions with foreign governments 


Sec. 955. Whoever, within the United States, purchases or sells the 
bonds, securities, or other obligations of any foreign government or 
political subdivision thereof or any organization or association acting 
for or on behalf of a foreign government or political subdivision 
thereof, issued after April 13, 1934, or makes any loan to such foreign 
government, political subdivision, organization or association, except 
a renewal or adjustment of existing indebtedness, while such govern- 
ment, political subdivision, organization or association, is in default 
in the payment of its obligations, or any part thereof, to the United 
States, shall be fined not more than $10,000 or imprisoned for not 
more than five years, or both. 

This section is applicable to individuals, partnerships, corporations, 
or associations other than public corporations rental by or pursuant 
to special authorizations of Congress, or corporations in which the 
United States has or exercises a controlling interest through stock 
ownership or otherwise. While any foreign government is a “member 
both of the International Monetary Fund and of the International 
Bank for Reconstruction and Development, this section shall not apply 
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to the sale or purchase of bonds, securities, or other obligations of 
such government or any political subdivision thereof or of any organ- 
‘zation or association acting for or on behalf of such government or 
political subdivision, or to “making of any loan to such government, 
political subdivision, organization, or association. 


False statements or entries generally 


Sec. 1001. Whoever, in any matter within the jurisdiction of any 
department or agency of the United States knowingly and willfully 

ralsifies, conceals or covers up by any trick, scheme, or device a material 
fact, or makes any false, fictitious or fraudulent statements or repre- 
sentations, or makes or uses any false writing or document knowing the 
same to contain any false, fictitious or fraudulent statement or entry, 
shall be fined not more than $10,000 or imprisoned not more than five 
year, or both. 


Possession of false papers to defraud the United States 


Sec. 1002. Whoever, knowingly and with intent to defraud the 
United States, or any agency thereof, possesses any false, altered, 
forged or counterfeited writing or document for the purpose of en- 
abling another to obtain from the United States, or from any agency, 
oflicer or agent thereof, any sum of money, shall be fined not more than 
510,000 or imprisoned not more than five years, or both. 


False certification of checks 


Src. 1004. Whoever, being an officer, director, agent, or employee of 
any Federal Reserve bank or member bank of the Federal Reserve Sys- 
tem, certifies a check before the amount thereof has been regularly de- 
posited in the bank by the drawer thereof, or resorts to any device, or 
receives any fictitious obligation, directly or collaterally, in order to 
evade any of the provisions of law relating to certification of checks, 
shall be fined not more than $5,000 or imprisoned not more than five 
years, or both. 


False bank entries 


Sec. 1005. Whoever, being an officer, director, agent or employee of 
any Federal Reserve bank, | member bank, national bank or insured 
bank, w ithout authority from the directors of such bank, issues or puts 
in circulation any notes of such bank; or 

Whoever, without such authority, makes, draws, issues, puts forth, 
or assigns any certificate of deposit, draft, order, bill of exchange, 

acceptance, note, debenture, bond, or other obligation, or mortgage, 
judgment or decree ; or 

Whoever makes any false entry in any book, report, or statement of 
such bank with intent to injure or defraud such bank, or any other 
company, body politic or corporate, or any individual person, or to 
deceive any officer of such bank, or the ( ‘omptroller of the Currency, 
or the Federal Deposit Insurance Corporation, or any agent or exam- 
iner appointed to examine the affairs of such bank, or ‘the Board of 
Governors of the Federal Reserve System— 

Shall be fined not more than $5,000 or imprisoned not more than five 
years, or both. 

As used in this section, the term “national bank” is synonymous 
with “national banking association” ; ; “member bank” means and in- 
cludes any national bank, state bank, or bank or trust company, W 7m 
has become a member of one of the Federal Reserve banks; and “ 
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sured bank” includes any state bank, banking asosciation, trust com- 
pany, savings bank, or other banking institution, the deposits of which 
are insured by the Federal Deposit Insurance Corporation. 


Federal credit institution false entries, reports and transactions 

Sec. 1006. Whoever, being an officer, agent or employee of or con- 
nected in any capacity with the Reconstruction Finance Corporation, 
Federal Deposit Insurance Corporation, Home Owners’ Loan Cor- 
poration, Farm Credit Administration, Federal Housing Adminis- 
tration, Federal Farm Mortgage Corporation, Federal Crop Insur- 
ance Corporation, Farmers’ Home Corporation, the Secretary of Agri- 
culture acting through the Farmers’ Home Administration, or any 
land bank, intermediate credit bank, bank for cooperatives or any 
lending, mortgage, insurance, credit or savings and loan corporation 
or association authorized or acting under the laws of the United States, 
or any institution the accounts of which are insured by the Federal 
Savings and Loan Insurance Corporation, with intent to defraud 
any such institution or any other company, body politic or corporate, 
or any individual, or to deceive any officer, ‘auditor, examiner or 
agent of any such institution or of department or agency of the 
United States, makes any false entry in any book, report or state- 
ment of or to any such institution, or without being duly authorized, 
draws any order or bill of exchange, makes any acceptance, or issues, 
puts forth or assigns any note, debenture, bond or other obligation, or 
draft, bill of exchange, mortgage, judgment, or decree, or, with intent 
to defraud the United States or any agency thereof, or any corpora- 
tion, institution, or association refer red to in this section, participates 
cr shares in or receives directly or indirectly any money, profit, prop- 
erty, or benefits through any transaction, loan, commission, contract, 
or any other act of any such corporation, institution, or associ iation, 
shall be fined not more than $10,000 or imprisoned not more than five 
years, or both. 


Fraud to influence Federal Deposit Insurance Corporation 

Sec. 1007. Whoever, for the purpose of obtaining any loan from the 
Federal Deposit Insuranc e Corporation, or any extension or renewals 
thereof, or the acceptance, release, or substitution of security therefor, 
or for the purpose of inducing the Federal Deposit Insurance Corpora- 
tion to purchase any assets, or for the purpose of obtaining the pay- 
ment of any insured deposit or transferred deposit or the allowance, 
approval, or payment of any claims or for the purpose of influencing 
in any way the action of the Federal Deposit Insurance Corporation, 
makes any statement knowing it to be false, or willfully overvalues 
any security, shall be fined not more than $5.000 or imprisoned not 
more than two years, or both. (18 U.S. C. 1007) 


Farm loan bonds and credit bank debentures 

Sec. 1013. Whoever deceives, defrauds, or imposes upon, or attempts 
to deceive, defraud, or impose upon any person, partnership, corpora- 
tion, or association by making any false pretense or representation con- 
cerning the character, issue, security, contents, conditions, or terms of 
any farm loan bond, or coupon, issued by any Federal land bank or 
banks, or by any joint- stock land bank or banks; or of any debenture, 
coupon, or other obligation, issued by any Federal intermediate credit 
bank or banks, or by any National Agricultural Credit Corporation; 
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or by falsely pretending or representing that any farm loan bond, } 
coupon, 1s anything other than, or different from, what it paements ( to 
beon the face of said bond or coupon, shall be fined not more than 
¢500 or imprisoned not more than one year, or both. 


False statements to influence action 

Sec. 1014. Whoever knowingly makes any false statement or report, 
or willfully overvalues any land, property or security, for the purpose 

f influencing in any way the action of the Reconstruction Finance 

Corporation, “Farm Credit Administration, Federal € rop Insurance 
Corporation, Farmers’ Home C orporation, the Secretary of Agricul- 
ture acting through the Farmers’ Home Administration, any Federal 
intermediate credit bank, or the Federal Farm Mortgage Corpora- 
tion, or any division officer, or employee thereof, or of any corporation 
erganized under sections 1131-1134m of title 12, or in which a Pro- 
duction Credit Corporation holds stock, or of any regional agricultural 
credit corporation established pursuant to law, or of the National 
\gricultural Credit Corporation, a Federal Home Loan Bank, the 
Federal Home Loan Bank Board, the Home Owners’ Loan Corpora- 
tion, a Federal Savings and Loan Association, a Federal land ss 
a joint-stock land bank, a National farm loan association, or of : 
Federal Reserve bank, upon any application, advance, discount, ate 
chase, purchase agreement, repurchase agreement, commitment, or 
loan, or any change or extension of any of the same, by renewal, defer- 
ment of action or otherwise, or the acceptance, release, or substitu- 
tion of security therefor, shall be fined not more than $5,000 or im- 
prisoned not more than two years, or both. 


False acknowledgment of appearance or oath 

Sec. 1016. Whoever, being an officer authorized to administer oaths 
or to take and certify acknowledgments, knowingly makes any false 
acknowledgment, certificate, or statement concerning the appearance 
before him or the taking of an oath or affirmation by any person with 
respect to any proposal, contract, bond, undertaking, or other matter 
submitted to, made with, or taken on behalf of the United States or any 
department or agency thereof, concerning which an oath or affirma- 
tion is required by law or lawful regulation, or with respect to the 
financial standing of any principal, surety, or other party to any such 
proposal, contract, bond, undertaking, or other instrument, shall be 


lined not more than $2,000 or imprisoned not more than two years, or 
both. 


Goverment seals wrongfully used and instruments wrongfully 
sealed 

Sec. 1017. Whoever fraudulently or wrongfully affixes or impresses 
the seal of any department or agency of the United States, to or upon 
any certifics rte, instrument, commission, document, or paper or with 
knowledge of its fraudulent character, with wrongful or fraudulent 
intent, uses, buys, procures, sells, or transfers to another any such cer- 
tificate, instrument, commission, document, or paper, to which or upon 
which said seal has been so fraudulently affixed or impressed, shall be 


fined not more than $5,000 or imprisoned not more than five years, or 
both. 
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False official certificates or writings 

Sec. 1018. Whoever, being a public officer or other person authorized 
by any law of the United States to make or give a certificate or other 
writing, knowingly makes and delivers as true such a certificate or 
other writing, containing any statement which he knows to be false, in 
a case where the punishment thereof is not elsewhere expressly pro- 
vided by law, shall be fined not more than $500 or imprisoned not 
more than one year, or both. 


Use of mail to defraud or swindle 

Sec. 1341. Whoever, having devised or intending to devise any 
scheme or artifice to defraud, or for obtaining money or property by 
means of false or fraudulent pretenses, representations, or promises, 
or to sell, dispose of, loan, exchange, alter, give away, distribute, sup- 
ply, or furnish or procure for unlawful use any counterfeit or spurious 
coin, obligation, security, or other article, or anything represented to 
be or intimated or held out to be such counterfeit or spurious article, 
for the purpose of executing such scheme or article or attempting so 
to do, places in any post office or authorized depository for mail 
matter; any matter, or thing whatever to be sent or delivered by 
the Post Office Department, or takes or receives therefrom, any such 
matter or thing, or knowingly causes to be delivered by mail-accord- 
ing to the direction thereon, or at the place at which it is directed to 
be delivered by the person to whom it is addressed, any such matter or 
thing, shall be fined not more than $1,000 or imprisoned not more than 
five years, or both. 
Influencing or injuring witness before agencies and committees 

Sec. 1505. Whoever corruptly, or by threats or force, or by any 
threatening letter of communication, endeavors to influence, intimi- 
date, or impede any witness in any proceeding pending before any 
department or agency of the United States, or in connection with 
any inquiry or investigation being had by either House, or any com- 
mittee of either House, or any joint committee of the Congress; or 

Whoever injures any party or witness in his person or property on 
account of his attending or having attended such proceeding, inquiry, 
or investigation, or on account of his testifying or having testified to 
any matter pending therein; or 

Whoever corruptly, or by threats or force, or by any threatening 
letter or communication influences, obstructs, or impedes, or endeavors 
to influence, obstruct, or impede the due and proper administration of 
the law under which such proceeding is being had before such depatt- 
ment or agency of the United States, or the due and proper exercise of 
the power of inquiry under which such inquiry or investigation is 
being had by either House, or any committee of either House or any 
joint committee of the Congress— 

Shall be fined not more than $5,000 or imprisoned not more than five 
years, or both. 
Perjury generally 

Sec. 1621. Whoever, having taken an oath before a competent 
tribunal, officer, or person, in any case in which a law of the United 
States authorizes an oath to be administered, that he will testify, de- 
clare, depose, or certify truly, or that any written testimony, declara- 
tion, deposition, or certificate by him subscribed, is true, »willfully 
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takes, or attempts to take, from the person or presence of another any 
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and contrary to such oath states or subscribes any material matter 
which he does not believe to be true, is guilty of perjury, and shall, 
except as otherwise expressly provided by law, be fined not more than 
$2,000 or imprisoned not more than five years, or both. 


Subornation of perjury 

Sec. 1622. Whoever procures another to commit any perjury is 
guilty of subornation of perjury, and shall be fined not more than 
2,000 or imprisoned not more than five years, or both. 


Disclosure of confidential information generally 

Sec. 1905. Whoever, being an officer or employee of the United 
States or of any department or agency thereof, publishes, divulges, dis- 
closes, or makes known in any manner or to any extent not authorized 
by law any information coming to him in the course of his employment 
or official duties or by reason of any examination or investigation made 
by, or return, report or record made to or filed with, such department 
or agency or officer or employee thereof, which information concerns or 
relates to the trade secrets, processes, operations, style of work, or ap- 
paratus, or to the identity, confidential statistical data, amount or 
source of any income, profits, losses, or expenditures of any person, 
firm, partnership, corporation, or association; or permits any Income 
return or copy thereof or any book containing any abstract or par- 
ticulars thereof to be seen or examined by any person except as pro- 
vided by law; shall be fined not more than $1,000, or imprisoned not 
more than one year, or both; and shall be removed from office or em- 
ployment. 


Disclosure of information by bank examiner 

Sec. 1906. Whoever, being an examiner, public or private, discloses 
the names of borrowers or the collateral for loans of any member bank 
of the Federal Reserve System, or bank insured by the Federal Deposit 
Insurance Corporation, examined by him, to other than the proper 
officers of such bank, without first having obtained the express per- 
mission in writing from the Comptroller of the Currency as to a na- 
tional bank, the Board of Governors of the Federal Reserve System 
as to a State member bank, or the Federal Deposit Insurance Corpo- 
ration as to any other insured bank, or from the board of directors of 
such bank, except when ordered to do so by a court of competent juris- 
diction, or by direction of the Congress of the United States, or either 
House thereof, or any committee of Congress or either House duly 
authorized, shall be fined not more than $5,000 or imprisoned not more 
than one year, or both. 


Examiner performing other services 

Sec. 1909. Whoever, being a national-bank examiner, Federal De- 
posit Insurance Corporation examiner, farm credit examiner, or an 
examiner of National Agricultural Credit Corporations, performs any 
other service, for compensation, for any bank or banking or loan as- 
sociation, or for any officer, director, or employee thereof, or for any 
person connected therewith in any capacity, shall be fined not more 
than $5,000 or imprisoned not more than one year, or both. 


Bank robbery 


Sec. 2113. (a) Whoever, by force and violence, or by intimidation, 
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property or money or any other thing of value belonging to, or in the 
care, custody, control, management, or possession of, any bank, or any 
savings and loan association; or 

Whoever enters or attempts to enter any bank, or any savings and 
loan association, or any building used in whole or in part as a bank, 
or as a savings and loan association, with intent to commit in such 
bank, or in such savings and loan association, or building, or part 
thereof, so used, any felony affecting such bank or such savings and 
loan association and in violation of any statute of the United States, or 
any larceny 

Shall be fined not more than $5,000 or imprisoned not more than 
twenty years, or both. 

(b) Whoever takes and carries away, with intent to steal or purloin, 
any property or money or any other thing of value exceeding $100 
belonging to, or in the care, custody, control, management, or posses- 
sion of any bank, or any savings and loan association, shall be fined 
not more than $5,000 or imprisoned not more than ten years, or both; 
or 

Whoever takes and carries away, with intent to steal or purloin, 
any property or money or any other thing of value not exceeding $100 
belonging to, or in the care, custody, control, management, or posses- 
sion of any bank, or any savings and loan association, shall be fined 
not more than $1,000 or imprisoned not more than one year, or both. 

(c) Whoever receives, possesses, conceals, stores, barters, sells, or 
disposes of, any property or money or other thing of value knowing 
the same to have been taken from a bank, or a savings and loan asso- 
ciation, in violation of subsection (b) of this section shall be subject 
to the punishment provided by said subsection (b) for the taker. 

(d) Whoever, in committing, or in attempting to commit, any 
offense defined in subsections (a) and (b) of this section, assaults any 
person, or puts in jeopardy the life of any person by the use of a 
dangerous weapon or device, shall be fined not more than $10,000 
or imprisoned not more than twenty-five years, or both. 

(e) Whoever, in committing any offense defined in this section, or 
in avoiding or attempting to avoid apprehension for the commission 
of such offense, or in freeing himself or attempting to free himself 
from arrest or confinement for such offense, kills any person, or forces 
any person to accompany him without the consent of such person, shall 
be imprisoned not less than ten years, or punished by death if the 
verdict of the jury shall so direct. 

(f) As used in this section the term “bank” means any member 
bank of the Federal Reserve System, and any bank, banking associa- 
tion, trust company, savings bank, or other banking institution organ- 
ized or operating under the laws of the United States and any bank the 
deposits of which are insured by the Federal Deposit Insurance 
Corporation. 

(g) As used in this section the term “savings and loan association” 
means any Federal savings and loan association and any “insured 
institution” as defined in section 401 of the National Housing Act, as 
amended. 


Definition of securities in stolen property law 


Sec. 2311. As used in this chapter: * * * 
“Securities” includes any note, stock certificate, bond, debenture, 
check, draft, warrant, traveler’s check, letter of credit, warehouse 
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receipt, negotiable bill of lading, evidence of indebtedness, certificate 
of interest or participation in any profit-sharing agreement, collateral- 
‘rust certificate, preorganization certificate or subscription, transfer- 
ible share, investment contract, voting-trust certificate; certificate of 
nterest in property, tangible or intangible; instrument or document or 
writing evidencing ownership of goods, wares, and merchandise, or 
transferring or assigning any right, title or interest in or to goods, 
wares, and merchandise; or, in general, any instrument commonly 
known as a “security”, or any certificate of interest or participation in, 
‘emporary or interim certificate for, receipt for, warrant, or right to 
<ubseribe to or purchase any of the foregoing, or any forged, counter- 
feited, or spurious representation of any of the foregoing; 

“Value” means the face, par, or market value, whichever is the great- 
est, and the aggregate value of all goods, wares, and merchandise, 
securities, and money referred to in a single indictment shall consti- 
tute the value thereof. 


Transportation of stolen goods, securities, monies, or articles used 
in counterfeiting 

Sec. 2314, Whoever transports in interstate or foreign commerce any 
goods, wares, merchandise, securities or money, of the value of $5,000 
or more, knowing the same to have been stolen, converted or taken by 
fraud; or 

Whoever, with unlawful or fraudulent intent, transports in inter- 
state of foreign commerce any falsely made, forged, altered, or coun- 
terfeited securities, knowing the same to have been falsely made, 
forged, altered, or counterfeited; or 

Whoever, with unlawful or fraudulent intent, transports in inter- 
state or foreign commerce, any tool, implement, or thing used or fitted 
to be used in falsely making, forging, altering, or counterfeiting any 
security, or any part thereof— 

Shall be fined not more than $10,000 or imprisoned not more than 
ten years, or both. 

This section shall not apply to any falsely made, forged, altered, 
counterfeited or spurious representation of an obligation or other 
security of the United States, or of an obligation, bond, certificate, 
security, treasury note, bill, promise to pay or bank note issued by any 
foreign government or by a bank or corporation of any foreign coun- 
try. 

Sale or receipt of stolen goods, securities, or monies 


Src. 2315. Whoever receives, conceals, stores, barters, sells, or dis- 
poses of any goods, wares, or merchandise, securities, or money of the 
value of $5,000 or more, or pledges or accepts as security for a loan 
any goods, wares, or merchandise, or securities, of the value of $500 
or more, moving as, or which are a part of, or which constitute inter- 
state or foreign commerce, knowing the same to have been stolen, un- 
lawfully converted, or taken; or 

Whoever receives, conceals, stores, barters, sells or disposes of any 
falsely made, forged, altered, or counterfeited securities, or pledges 
or accepts as security for a loan any falsely made, forged, altered, or 
counterfeited securities, moving as, or which are a part of, or which 
constitute interstate or foreign commerce, knowing the same to have 
been so falsely made, forged, altered, or counterfeited ; or 
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Whoever receives in interstate or foreign commerce, or conceals, 
stores, barters, sells, or disposes of, any tool, implement, or thing used 
or intended to be used in falsely making, forging, altering, or counter- 
feiting any security, or any part thereof, moving as, or which is a part 
of, or which constitutes interestate or foreign commerce, knowing that 
the same is fitted to be used, or has been used, in falsely making, forg- 
ing, altering, or counterfeiting any security, or any part thereof— 

Shall be fined not more than $10,000 or imprisoned not more than 
ten years, or both. 

This section shall not apply to any falsely made, forged, altered, 
counterfeited, or spurious representation of an obligation or other 
security of the United States or of an obligation, bond, certificate, 
security, treasury note, bill, promise to pay, or bank note, issued by 
any foreign government or by a bank or corporation of any foreign 
country. 

Secret Service powers 

Sec. 3056. The Secretary of the Treasury is authorized to direct and 
use the Secret Service Division of the Treasury Department to detect, 
arrest, and deliver into custody any person violating any of the pro- 
visions of section 508 and 509 of this title and, insofar as the Federal 
Deposit Insurance Corporation, Federal land banks, joint-stock land 
banks and national farm loan associations are concerned, or sections 
218, 221, 433, 493, 657, 709, 1006, 1007, 1011, 1013, 1014, 1907, and 1909 
of this title. 
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APPENDIX 


Comptroller of the Currency: Ray M. Gidney 
Board of Governors of the Federal Reserve System: 

William McC. Martin, Jr., Chairman 

©. Canby Balderston, Vice Chairman 

M. S. Szymezak 

James K. Vardaman 

A. L. Mills, Jr. 

J. L. Robertson 

Charles N. Shepardson 

Federal Deposit Insurance Corporation : 

H. Earl Cook, Chairman 

Maple T. Harl 

Ray M. Gidney 

Federal Home com Bank Board: 

Albert J. Robertson, Chairman 

Tra A. Dixon 

William J. Hallahan 

Bureau of Federal Credit Unions: J. Deane Gannon, Director 

Advisory Committee to Senate Committee on Banking and Currency 
for Study of Federal Statutes Governing Financial Institutions 
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